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PRODUCTION AND ALLOCATION 


FRIDAY, OCTOBER 12, 1951 


ConcrRess oF THE UNrTep SraTes, 

Jornt HEARING oF THE SENATE BANKING AND CURRENCY 
Com™itrer, THE House BANKING anp Currency Com- 
MITTEE, THE SENATE SELECT ComMMITTEE ON SMALL 
Business, AND THE House Setecr COMMITTEE ON 
SMaAtL Busrness, 

Washington, D. C. 


The committee met, pursuant to notice, at 10:30 a. m., in room 318 
Senate Office Building, Senator Burnet R. Maybank (chairman o 
the Senate Committee on Banking and Currency) presiding. 

Present: Senators Maybank, Fulbright, Soarkied (chairman of 
the Senate Select Committee on Small Business), Hunt, Moody, Cape- 
hart, Saltonstall, Ives, Thye, Hendrickson, and Schoeppel; and Rep- 
resentatives Spence (chairman of the House Banking and Currency 
Committee), Patman (chairman of the House Select Committee on 
Small Business), Rains, Evins, Hardy, Multer, O’Brien, McKinnon, 
Fugate, Hull, Halleck, Talle, Hill, Cole, Riehlman, Nichoison, Buffett, 
Betts, and Curtis. 

Senator Mayrnanx. The meeting will come to order. 

This is a joint meeting of the Senate Banking and Currency Com- 
mittee, the House Banking and Currency Committee, the Senate Se- 
lect Committee on Small Business, and the House Select Committee 
on Small Business. 

Yesterday several members of the committee had lunch with Mr. 
Wilson, and he explained to us the serious situation we might be con- 
fronted with in the first quarter on allocations, priorities, and other 
things pertaining to business. 

erefore, Congressman Spence and others who were there thought 
that we ought to have a meeting today so that the Congress may know 
exactly what Mr. Wilson and Mr. Fleischmann told us and what they 
intend to do. 

I might say that Senator Moody called a Small Business Committee 
meeting today, and I appreciate his putting it off so that these com- 
mittees could meet jointly. 

Several of us believe, there being so many present, that if we let the 
witnesses proceed with their statements before questioning, it would 
be better. 

In view of the fact that it is a joint meeting, I hope we can conduct it 
as we did the last one, where we would first call on a Senator, then a 
Member of the House, and go from one to the other in order that every 
member would have a chance to ask a few questions. 

If anybody has a long list of questions to ask, I hope they will put 
it off until everybody has had a chance to ask a few. 
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The witnesses are willing to stay as long as necessary; but, there 
being a large number of Congressmen and Senators present, I hope 
the first questions might be limited so everybody will have a chance. 

I think that is the wish of the chairman of the House committee 
also. 

I will ask him to call on the House Members and I will call on the 
Senate Members, and we will go from one to the other. 

Mr. Wilson, will you come up, please / 


STATEMENT OF CHARLES E. WILSON, DIRECTOR OF DEFENSE 
MOBILIZATION 


Mr. Wuson. Mr. Chairman and gentlemen, I appreciate the inter- 
est that you gentlemen from both Houses of Congress have expressed 
by calling this meeting on such very short notice. 

Senator Maysank. Mr. Wilson, do you want anyone to appear with 
you / 

Mr. Wutson. Mr. Fleischmann will be with me. 

I think it is very heartening when representatives of the executive 

and legislative branches meet to consider situations which are of 
common interest to them and which directly affect the lives of millions 
of our citizens. 
_. My purpose in appearing here this morning is to introduce in a gen- 
eral way some of the basic factors underlying the report which Mr. 
Fleischmann, Administrator of the Defense Production Adminis- 
tration, is here to present to you in greater detail. 

His report deals with the conclusions which have been reached and 
the actions which have been taken with respect to the distribution of 
the controlled materials—copper, steel, and aluminum—for the first 
quarter of 1952. 

The decisions which have been reached are not happy ones for those 
who have had to make them. 

I feel certain, on the basis of past experience, that they will not be 
pleasing to many of the claimants for materials. They represent, 
owever, our best judgment as to what must be done if our mobilization 
program is to proceed on schedule, and in keeping with what we regard 
as sound policies in the present world situation. 

There are some points about the mobilization program which I have 
made many times, but which I think bear repeating. 

First, we are undertaking this mobilization effort because of our 
conviction that the lack of effective military and economic strength. 
can seriously jeopardize the security of the United States. Only a 
mighty America can play an effective role among the nations of the 
world in creating the conditions of world peace which we all so earn- 
estly seek. 

Second, we are embarking upon a program to build the economic 
and military strength of the United States and the free world as a 
shield against aggression. We have large but limited objectives as to 
military might. Weare not engaged in the kind of effort which would 
be necessary for an all-out war. 

Third, we recognize that we must be in a position to sustain over an 
extended period the might we are building; not only must we sustain 
our increased levels of military strength but, in keeping with our 
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democratic system, we must provide over this period opportunities 
for the growth and development of living standards for our people 
and the people of the free world. This places a tremendous premium 
on maintaining a stable economy. 

Fourth, we are trying concurrently to carry out production pro- 
grams which will (@) produce large numbers of military end items; 
(4) build a mobilization production base which could quickly turn out 
much larger numbers of military end items if the situation required ; 
(c) expand the basic industrial capacity of the country to support 
both the expanded military effort and an adequate level of civilian 
production; and (d) permit the maintenance during the build-up 
period itself of as reasonable levels of civilian production as out re- 
sources will afford, thus avoiding the severe economic dislocations 
which abrupt changes might entail. 

Stated briefly, these are our major objectives. But the mobilization 
progrant does not proceed by a recital of its objectives. We have to 
operate on the realities of the materials we now have and of the best use 
of them to meet our pressing mobilization needs. 

In making the allocation of copper, steel, and aluminum for the 
first quarter, we came face to face with the job of fitting enlarged mili- 
tary requirements into our existing limited supplies. Direct and in- 
direct military requirements claim over 40 percent of the aluminum 
and the brass mill products. 

In other metals, such as nickel, magnesium, and cobalt, the direct 
military take is from 60 percent to 100 percent. 

Requirements for defense and related industrial expansion programs 
claim additional high percentages of these materials. 

When these claims are met, as they must be met, there is in some 
cases only a very little left. 

Screened requirements for structural steel call for a great deal more 
than we have available. Obviously, when all claims cannot be satis- 
fied, we must allocate what we have in a way that will meet our pro- 
duction schedules. This means at least some cut-backs in almost all 
areas, ; 

During the first quarter of 1952 and in succeeding quarters we will 
be feeling the material pinch which is inevitable if our military pro- 
duction schedules are going to be met and if our expansion programs 
are to proceed. 

It has taken a real effort to attain the production momentum which 
can produce needed items at the current rate. 

We are confronted today both by those who say that military pro- 
duction has not been pushed fast enough and, on the other hand, by 
those who say that we are not taking sufficient account of the mainte- 
nance of normal civilian business. There are critics on all sides. 

It is difficult to find the balance point between these two views. 

During the period from June 1950 to October 1951, we have quad- 

rupled the quarterly rate of military deliveries. To reach our peaks, 








we must double that rate. We must go from the present $5 billion of 
quarterly deliveries to a rate of over $10 billion per quarter. 
Counting all of the goods in process which do not show as com- 
pleted deliveries, I would estimate that we are now using materials 
for military goods at a rate of nearly $8 billion per quarter. I believe 
we can reach our delivery peak on schedule early in 1953. If we do, 
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it will bring us $50 billion worth.of military goods per year, which I 
outlined as an objective nearly a year ago. v1. “ 

While that rate will have to be sustained for a considerable period 
if we are to build to it in the proper way, its maintenance sh not 
present the hard jolts which its accomplishment entails. 

All of what I have said assumes—and I sincerely hope it is true— 
that we are not confronted with new aggressions or disruptions in 
the international situation. 

I am still convinced that our program is right, that we must not 
retreat from our programs, and that we cannot draw back from ob- 
taining the levels of mili production and industria] expansion 
which we have set after careful review of our needs and resources. 

I feel this very strongly, particularly since I hope that the sharp 
squeeze will not extend for too long a period. 

In my view, we are now much closer to peak demands for materials 
than most realize. By the middle of 1952, we should have more steel 
and more aluminum. Real p is being made on nsion pro- 
grams in these industries and this will soon begin to make itself felt. 

By the third quarter of 1952, it is my hope that we will have much 
more to distribute and that the meeting of direct military and expan- 
sion requirements will not require such restrictive allotments to other 
areas. 

If, during the first and second quarters of 1952, we can sustain our 
military production and wisely distribute the remaining materials, 
we pay begin to obtain relief, both from our expansion projects 
and from the fact that certain priority items will have been completed. 

It now appears that the first and second quarters will be the period 
of the most acute shortages. 

I do not plan to go into detail on all of the problems which we face 
and will face in accomplishing this program. You gentlemen here 
have heard plenty about them. We hear and know about them and 
are trying to avoid and solve as many as possible. 

The plans of many people are going to suffer. In spite of every- 
thing we can do, there will be some dislocations of workers and facili- 
ties. We hope these can be minimized by proper placement of defense 
contracts and utilization of all possible aids to small business. 

There will be problems in determining the right amount of military 
items to produce in solving production bottlenecks and designing new 
equipment, in obtaining machine tools to make them, in training 
workers, in providing housing and community facilities. 

We also face major material — Some of these, such as 
copper, nickel, cobalt, and other alloying metals are 1? Oe 
and there are no easy solutions or magic wand methods of obtaining 
all that we need. : 

We face declining imports which we must find means through price 
and international action to stabilize at better levels. We must make 
vigorous efforts to obtain supplies from scrap and special scrap drives 
are being actively pushed. : . 

As in the last emergency, we will have to find substitutes. We will 
have to be ingenuous in our production methods. We will have to face 
the fact that there are not sufficient materials to carry on all the 
desired programs at the same time. C 

Today we are confronting the industrial system with the facts of 
the material allotments for the first quarter. 
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I urge your consideration of these facts against the background I 
have sketched, and in the light of what the alternatives really a 
rather than in the light of meeting individual demands without regar 
for the total program. 

If some less essential industries are to get more materials, they will 
not come out of the air. They must come from some other segments 
of industry. The allocations made represent our best judgment as to 
what we can do to meet the military requirements, to create an eco- 
nomical rate on our expansion program, and still provide something 
for our civilian industry. 

This type of action is in keeping with our basic mobilization objec- 
tives and our approach to reaching them. 

It is the best approach I know. ile none of us really relish being 
the controller of these vital materials, the success of our mobilization 
program requires that they be controlled during the critical period. 

I firmly believe that the best way to guarantee the success of the 
mobilization program is to have wide understanding among the peo- 
ple on what the program is and why it must be vigorously prosecuted. 

We are here day to day to promote that understanding. Your 
cooperation in helping to achieve this objective is essential to realiz- 
ing _ cooperation of all the people upon which our ultimate success 

epends. 

firmly believe, moreover, that, for the over-all program, there is 
light ahead. During the first 6 months of 1952, we shall move 
through a wood of shade and sometimes darkness. But then I believe 
we shall come out into the clearing with greater production, with 
more assurance of meeting our schedules and with more supplies for 
the civilian economy. The task is far from hopeless. It must and I 
believe will be achieved. 

Senator Maysann. We thank you, Mr. Wilson. I do not have any 
questions myself because I have talked with you personally. 

Congressman Spence suggests that we hear from Mr. Fleischmann 
on the details before we start the interrogation. 

Without objection, that will be done. Is there objection? The 
Chair hears none. 

Mr. Fleischmann, will you go ahead? 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION 


Mr. Fieiscumann. Mr. Chairman, I think it perfectly clear that 
we have now reached a major milestone in the defense program. 
Much of the defense program is now off the drawing board and it is 
in the stage where metal is being chewed up. _- 

We are, in effect, being presented with a bill today for the mobiliza- 
tion program—not the bill that members of Congress have previously 

on in terms of money, but in terms of materials. We are at 
the stage in the mobilization effort that necessarily involves economic 
dislocation, some localized unemployment, loss of profit and general 
difficulties for civilian industry. Up to this time the difficulties have 
been in a comparative way minor. 

Unemployment on a national scale has decreased very substantially 
during all this period, which I think is the best indication that the 
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mobilization effort and the civilian producton have been meshed in 
together pretty successfully up to now. This will not be possible to 
continue, in my judgment, so successfully as the impact of the military 
program grows. 

There is, in fact, a major shift taking place in the first quarter 
which I will illustrate simply by two figures, namely, that direct 
military requirements alone in the first quarter, just for what we call 
A products, will require over 40 percent of the Nation’s aluminum, 
including over two-thirds of primary aluminum. And, in the field 
of copper, again the direct military requirements are taking over 40 
percent of all brass mill products there are in the United States. 

At the same time, as Mr. Wilson has pointed out, and as you gentle- 
men well know, we are engaged in a vast expansion program which 
takes at least as much as the direct military effort and in some areas, 
like structural steel, far more. 

Now, all that sums up to the fact, since two and two make four, that 
there will be far less for civilian production beginning right now if 
we are to keep on this schedule. Those facts present grave and tre- 
mendously difficult problems, problems too big for any of us to grapple 
with and yet they must be solved if we are to stay on the mobiliza- 
tion schedule. 

I welcome this opportunity to review for you the way in which we 
propose to solve the problem, to distribute the scarce supplies of steel, 
copper, and aluminum for the first quarter of 1952, and to tell you 
why these decisions have seemed necessary to us. 

It is of the greatest importance that we have a clear understanding 
of what lies ahead because, as I have said, in the first quarter of the 
vear consumption by military producers will increase at a very rapid 
rate. This will effect thousands of manufacturers and their employees. 
It will affect a large volume of construction that is not directly related 
to the mobilization program. 

Mr. Wilson and I feel strongly that the American people are en- 
titled to know why this is taking place and how the Government’s 
decisions have been reached. 

At the outset, I want to emphasize that this development is not un- 
expected ; that we foresaw it; that we have stated many times to these 
committees and to others that the difficulties would begin about now. 
I want to emphasize again that this is not an unexpected demand 
by the military. The kind of figures we have to deal with are the kind 
of figures that have been anticipated right from the start. 

The fact that we were going to reach a period like this is the prin- 
cipal reason why we have introduced the Controlled Materials Plan. 
All of us who lived through the World War II experience in install- 
ing comparable systems for controlling the distribution of critical 
materials knew that CMP could not be introduced and become fully 
effective overnight. We anticipated that the initial quarter of opera- 
tion would be full of confusion. The transition from a simple ig 
system to a plan for controlled allocations could not fail but be diff- 
cult. 

Nevertheless, in our judgment the step had to be taken to get ready 
for the kind of situation we face in this coming quarter, the first of 
1952. We had te install machinery that would channel materials 
pero ang to decisions dietated by the urgeney of the mobilization 
effort. 
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The normal pattern of distribution of steel, copper, and aluminum 
in civilian production had to be changed substantially and quickly if 
mobilization goals were to be met. 

I take satisfaction in reporting that progress in making CMP an 
effective mechanism for distributing scarce materials has been much 
more rapid than in World War IL The third quarter was full of 
difficulties, as we expected. Many of these have now been cleared 
out of the way. The old priority authority has been washed out of 
the system. We anticipate that in the fourth quarter the number of 
unplaced orders reported by those who hold CMP allotments will 
rapidly diminish. In fact, that is already taking place. 

We have set up NPA units in the steel, copper, and aluminum di- 
visions to help manufacturers and contractors to find a home that we 
save for their tickets if they cannot place them through their ordinary 
channels. I cannot promise you that every CMP allotment will find a 
place in the schedule in the fourth quarter, but we will come very near 
that ‘plage and in the first quarter we will approach it even more 
closely. 

Against this background, I am confident that in the first quarter of 
1952 CMP will be a fully effective system for distributing material. 

Allotments issued wil] be in balance with the abilities of the mills to 
ship. We will have a working tool for seeing to it that materials go 
where they are needed to achieve the goals of the mobilization pro- 
gram. 

Now, therefore, we now have in my judgment an effective means for 
distributing materials. 

I now want to turn to the substance of what we intend to do and 
what we think is urgently needed under that system, because these 
decisions, as Mr. Wilson has correctly stated, will inevitably affect 
thousands and thousands of individual concerns, and perhaps millions 
of workers. 

I first want to call your attention to the degree of imbalance be- 
tween supply and demand—and by that I mean screened demand, de- 
mand that has been reviewed by the various claimant agencies. 

The demand for carbon steel after that screening was about 156 
percent of the available supply for the first quarter of 1952. The 
demand for structural steel was 205 percent of the supply, and the 
demand for copper and aluminum varies somewhere between 170 and 
180 percent of supply. 

In making the choice as to how this metal could best be distributed 
among these demands in the interests of the mobilization effort, we 
have tried to adhere to certain basic policies of which I wish to state 
the major ones. 

First, we wanted to meet the real needs of the military to the extent 
that they were feasible of accomplishment in terms of the available 
facilities and components. 

By real military need, I mean exactly that. It has been our con- 
viction and I know it is the conviction of every Member of Congress 
that the military should have what it needs, but not in excess of the 
time, and not in excess of the amount that it needs. 

In order to accomplish that the most stringent reviews have been 
set up in the Munitions Board and later in our own Requirements 
Committee. 
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During the past 2 weeks, we have, in order to further that objective, 
engaged in a joint review with the wpe ae wg all of which 
has made progress toward the objective of realistic military schedul- 
" cccant cuanve bese toteeneelceliv age enpemmenareoagelil 

nd, we have co with su strategic 

particularly those with long lead Gimed, soak as steel and sianinemn 
expansion, power expansion, petroleum, and a number of others. 

ird, it has been necessary to defer less essential construction to 
the maximum extent. I mean construction which is less essential 
currently, not less essential in the long run. But the purpose of that 
is to make structural steel available for those construction proj 
that have to go forward currently, like the steel expansion and the 
aluminum expansion. 

Fourth, we have been concerned with maintaining the civilian 
economy at the highest level as limited by these considerations which 
I have stated. 

Obviously that level will be severely limited by what we have to 
do with the military and with other strategic programs. 

Fifth, we wanted to support machinery production at broadly a 
1950 base, with an upward adjustment for increase in military de- 
mands and for rising production and for essential machinery items 
like machine tools, and with an inevitable downward adjustment for 
deferrable items of machinery. 

Obviously that required a gros deal of judgment for individual 
classes of machinery, and I will refer to that shortly. 

Again we had to give fair consideration to the irreducible minimum 
n of friendly foreign countries, associated in our mutual defense, 
although those levels, like others, have been most drastically cut. 

Next, so far as possible, we wanted to support essential components, 
like valves, and the items that got us in so much trouble during 
World War II, at levels that would be in relation to and in balance 
with end product production schedules and construction schedules. 

And finally, we wanted to follow a policy of conserving materials 
to the maximum extent possible without jeopardizing defense pro- 
duction or the health of our civilian economy. 

I might add, the policies are not so hard to arrive at, but the appli- 
cation of them is very difficult. 

I now want to tell you very briefly how these principles have been 
incorporated in specific programs which will receive metal during 
the first quarter. 

First of all, there is a sharply higher level for military material 
consumption. 

In the case of carbon steel, for the military it is 400,000 tons hi 
than in the fourth quarter. In the case of brass mill products, it is 
almost 80 million pounds higher than in the fourth quarter, and in 
aluminum it is almost 80 million pounds higher again than in the 
fourth quarter. 

Since these increases for the military are substantially more than 
the increase in supply from one quarter to another, these changes in 
themselves have imposed a squeeze generally on everything else, al- 
though, of course, we made no attempt to level that squeeze on any 
uniform basis against all of the various programs. 

Let me point out the high lights of a few of the other more im- 
portant programs. In the case of electric power, for example, we have 
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with the cooperation of Defense Electric.-Power Administration, 
screened every. individual expansion. project. have rephased 
as much as seemed necessary or appropriate, and I think we have 
achieved a good balance of the construction aspects of the program, 
with the production of oe nerating power equipment. 

In the case of the Federa Secarity gency which has responsi- 
bilities for schools and hospitals, structural steel limitations were, 
of course, paramount. We have provided in our decisions enough 
material for the education program to support the construction of 
elementary schools in defense areas, and to replace condemned struc- 
tures, and to complete other projects which are underway. This 
assumes that there would be a maximum conversion to the use of re- 
inforeed concrete as against structural, and other conservation 
practices. 

It is assumed that the major attention in the first quarter and in the 
second quarter in the field of education will have to be focused on 
elementary schools and that much less material will flow in the first 
quarter to complete institutions of higher education. We think as 
between the two, those can be deferred, and primary schools can be 
expedited with what little material there is. 

n the case of the health program of the Federal Security Agency, 
the quantities available will enable a continuation of projects under 
way, but with no very large additional number of starts for new 
hospitals. 

For the Maritime Commission there has been a sharp cut necessi- 
tated by their very high rate of consumption of steel plate which 
is one of the worst items that we have. We do believe that while some 
ship construction will have to be deferred, we think still the program 
as it has been approved will meet the most urgent needs. 

A most important program subject has been that of the Petroleum 
Administration for Defense. We have, generally speaking, been able 
to maintain petroleum production and refining programs but we have 
had to defer a great deal of the gas transmission part of the program. 
Not because it is less important, but because it can be deferred and be- 
cause the need for heavy plate in that program is so high that it simply 
cannot be met. 

In the case of public roads which many of the Members of the Con- 

have an interest in, struetural shapes and plates again were the 
imiting factors. 

Generally speaking, as you know, in World War LI, we think a mis- 
take was made, because the whole highway program was postponed or 
cut off. We have avoided that mistake, we think, and we are allowing 
a level of construction which will emma the completion of the most 
important projects but will certainly cause deferment of many worth- 
while projects which we would all like to have but which I feel it is 
impossible to have until next year. 

In the case of agricultural machinery, the recommendations, we 
believe, are sufficient to support the output of equipment at an ade- 
quate level. It is unfortunately less than the Department of Agri- 
culture requested. In the face of the material shortage, it is our be- 
lief that we have not hurt this program and that we have not hurt 
the achievement of the anticipated goals in food and fiber production. 

In the railroad equipment, just to cite another major area, it is our 
proposal to support United States freight-car production at a little 
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better than 18,000 units for the quarter, with a shift toward some of the 
types of cars that are in greatest need right now, such as gondolas 
and flat cars. 

In the industrial equipment area, in general, the recommendations 
reflect an attempt to differentiate among three different caegories of 
machinery. First, equipment required to support the military, atomic 
energy, and other strategic programs. Second, equipment for which 
production must be increased consistent with expansion goals, like 
the steel goals, such things as traveling cranes. And third, equipment 
used essentially for the modernization of facilities or for the expan- 
sion of production that is not tide directly to defense. 

In the first two categories as you will understand and I think ap- 
prove, they, of course, got the bulk of the material and the last, that 
relating simply to desirable modernization has had to be deferred. 

In the general area of industrial expansion we fortunately have a 
little better supply of structural steel and we are going to be able to 
expedite the steel-expansion program, which after all, we think, con- 
tains the cure for a great part of our ills. We will be able to do a little 
better in the general industrial expansion field. 

I now come to the last subject, that of civilian production generally. 

At the outset let me say that it would have been very easy to preempt 
all the materials there are for these military and industrial programs 
about which I have been speaking. Mr. Wilson and I have been sub- 
jected to a great deal of aan, much of it to the effect that we ought 
to cut off civilian production entirely, including automobiles, refrig- 
erators, and all the rest. 

It has been our considered judgment, which has not changed, that 
this would be an act of folly for the Nation. We are faced with no 
one knows how long a period—perhaps 2 or 5 or 10 years of this kind 
of half war. It seemed to us wrong and it still seems to us wrong 
to shut down civilian production. 

Many of the items of civilian production, such as automobiles, have 
a very high relationship to the efficiency of this Nation. They are not 
nonessential under any test and we intend to see to it to the fullest 
extent possible, and unless the military programs change very dras- 
tically, that civilian production is continued. 

Nevertheless, it is inevitable that that civilian production must be 
cut. It is equally inevitable that the cut must foeus most heavily in 
the items that are least essential. We know no other way of dis- 
tributing materials efficiently and fairly. 

I want to define for a minute what I mean by “nonessential,” be- 
cause there has been a great deal of confusion on the subject within 
and without the Government. 

An item is nonessential, it seems to me, if it falls in one of two cate- 
gories. Either it is nonessential in the ordinary sense, because we 
can get along very well without it. Such things as jewelry would be 
an example of that. Or it may be nonessential in a time like this, be- 
cause while it fills a definite need, still it ean be made as well from 
some other substitute material. Without picking any one item, such 
things would include many items of building age like windows 
and window shades and things of that kind. While it is convenient 
and perhaps most efficient to make them of aluminum, they can be 
made of steel and wood. With the aluminum situation being what it 
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is, necessarily there will have to be a shift in those materials, and 
from copper. 

Let us look for a moment at the great category called consumer 
durable goods—in which I include automobiles and refrigerators. 
We deo not consider them as nonessentia! by any test but we do think, 
in view of the high inventories, that the Nation can get along with a 
lesser supply. And generally speaking, for those heavy goods which 
are ae by the consumer generally, the housewife and the business- 
man, we are trying to adhere to a level of something like 50 or 60 
percent of steel and something less, but as nearly as we can, to 50 per- 
cent of their copper and aluminum, as compared with 1950, 

To be more specific for a moment, in automobiles we are making 
available to the automobile industry enough material to produce about 
930,000 cars in the first quarter, 

It is the judgment of those who have studied the matter that by some 
use-up of inventory and by certain conservation measures, the industry 
may in fact be able to produce as many as 1 million cars during the 
mga But the package of material that we can make available to 
them will only, in our judgment, cover something between 930,000 
and 950,000 ears. 

Now let me discuss finally the very last group, the group I have 
defined as being less essential, which includes more items that are non- 
essential, in a time like this. We were faced with this very real prob- 
lem—lI dislike the phrase intensely, but it has been used so much that 
I will have to rely on it. Should we impose a “death sentence” on 
the users of these metals because of this need for aluminum and 
capital? Our judgment was no. We decided not to. We intend to 
stick to that decision just as long as it is humanly possible and we 
a it will be possibie indefinitely. 

Ye feel that the amount of material that might be made available 
for automobiles did not justify the tremendous economic dislocation, 
the unemployment that would follow, from a total deprivation of 
materials, even to the least essential user. So we have turned our 
backs on that course. 

On the other hand, the available supply of aluminum and copper 
for those industries is very small indeed. 

With aluminum it is particularly important that we try to keep 
them going if we can because we will have new aluminum in volume, in 
the last part of 1952, and many of these concerns can then resume. 

But across the board, for the least essential, in the manner that I 
have defined it, the supply of copper and aluminum will probably 
be cut to.a very low level. It will be in the nature of perhaps 15 per- 
cent of the amount of aluminum and copper that those industries re- 
ceived in their best years. 

I full well know, and so does Mr. Wilson, and I say it with, believe 
me, a heavy heart, that many of those industries will not be able to 
survive. 

Some of them, the more adaptable, the more ingenious, those who 
can in some way change material or get into war production, will sur- 
vive, and I should hope that that would be the majority, particularly 
of aluminum users, since relief is not far off. 

But we know of no other way to do it. We have canvassed every 
possibility. We have rejected the “death sentence” but still there is 
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not enough copper and aluminum available to do more than just liter- 
ps make a token delivery to those least essential producers. 
owever, the CMP does guarantee that at least those minimum 
amounts will be delivered to them. It is my hope and belief that a 
great many of the producers thus affected will be able to survive this 
very difficult period. 
at, in brief, is the program that we have agreed upon. I take 
no pride in it, other than to say that it represents the most disinter- 
ested, careful work of which Mr. Wilson and I and our staffs are 
capable. We believe it will purchase what we are paying for, namely, 
security at an early date of the achievement of our mobilization goals. 

Thank you. 

Senator Maynanx. Congressman Spence—— 

Mr. Srence. To what extent are we dependent on the supply of 
off-shore strategic and critical materials? 

Mr. Witson. For alloying agents, for example, very substantially, 
and for copper, also to a very substantial extent. Those are illustra- 
tions of our dependence. 

For example, nickel, which we are using in vastly increased quanti- 
ties in our military production, practically all of this has to come 
from offshore supplies. 

Mr. Srence. Do we produce any manganese or tungsten ? 

Mr. Wiison. hie es; we produce some tungsten and we are 
increasing our supply of domestic tungsten but we still must obtain 
a very large part of our requirement offshore. 

Mr. Spence. To achieve full production it will be necessary as far 
as possible to keep the small man in business. 

ow, if as a result of allocations, you put him out of civilian pro- 
duction, what are you doing to supplant that with defense contracts? 

Mr. Witson. The record of placement of defense contracts to Sep- 
tember showed that small industry got in direct contracts, something 
like 28 percent of the total placement of military orders, and in addi- 
tion to that, of course, the smaller companies are taking subcontracts 
from the suppliers of the larger amounts of military goods—a vast 
number of contracts direct from the manufacturers who received the 
initial orders. 

Mr. Srence. Will it be your policy to endeavor to stimulate the 
St ge of defense materials by small business, insofar as pos- 
sible 

Mr. Wuson. Just as far as is possible. Just as far as that is pos- 
sible, yes. 

Mr. Spence. And if you achieve full production you will have to 
pursue that policy, will you not? 

Mr. Wison. Absolutel , and we have continued efforts that are 
being made to widen the placement to the fullest possible degree. 

Mr. Spence. I have many small producers in my district and they 
complained that unless they can get Government contracts they will be 
unable to continue in operation. I think that would be a disastrous 
thing for the productive capacity of our Government. 

r. Wirson. That is right. I agree to that. Just as far as it is 
possible, we should widen the base for the production of military 


’ Mr. Spence. That is all the questions I have. 
Senator Marsan. Senator Capehart—— 
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Senator Carenarr. First I want to say I think you made a very 
frank statement of the situation and I congratulate you for telling the 
American people and Congress exactly what your plans are. 

I notice that you are going to cut civilian production, cut it back to 
15 percent in some items, and, generally speaking, 50 to 60 percent of 
all civilian production that uses metals. 

I believe the President has authority to do this under the 1950 De- 
fense Production Act, but the thing that enters my mind at the moment 
is, will you not have to—once you cut automobiles 50 percent and all 
durable goods, let us say, to 50 and 60 percent, and many, many other 
items sme that—will you not inevitably have to ration the end 
product? Are we not goimg to have to ration automobiles and ration 
these items that are going to be in such short supply, and if we do not 
do it, are we not going to just force them into the black market? In 
other words, who is going to get the 50 percent of the automobiles 
that is going to be produced is geting is going to get the 15 percent of 
that which is to be cut back on some manufacturers? Are we faced 
with that, and should we tell the American people that that is a pos- 
sibility, and can you handle it on any other basis than rationing of the 
end product? 

Mr. Wurson. I do not see from anything that I can see at this time 
that it will be necessary. The reason I say that is this: In the first 
place, the stocks in the hands of the manufacturers, distributors, and 
dealers, of the hard goods that are affected by the decisions that have 
been laid before you today—stocks are high, and they are in good 


As Mr. Fleischmann pointed out to you, we hope that in subsequent 
quarters—possibly as early as the third quarter of 1952, we can begin 
to increase the allotments of a number of metals now critically short, 
because the additional supply is as close as that. 

I just cannot conceive that the situation will get as bad as that. 

Senator Carrnart. Barring, of course, any additional disturbances 
throughout the world, is it your opinion that starting with the third 
quarter next year you will be able to increase the percentage to the 
civilian producer ? 

Mr. Wuson. I believe we can. 

Senator Carrnart. That is your best opinion at the moment? 

Mr. Wuson. Absolutely so, with one exception, and that is copper. 
If we can get a substantially increasing supply of aluminum fast 
enough, we can offset the shortage of copper to a considerable degree. 

Senator Carenart. Of course, the unfortunate part of it is that the 
et or production of the finished end product is no better than 
the lead time of supply of the most searce material. In other words, 
it does not do any good to get all the steel you need to build something 
if you have to have copper and if you can only get 15 percent of your 
copper. In that event 15 percent is the total amount of the end 
product you can deliver. 

Mr. Wuson. That is right. 

Senator Carenart. Then you do not feel that we will have to take 
the automobiles that are going to be produced and these other items 
the production of which is going to be reduced about half, many of 
them much less, and allocate them to the consumers of America ? 

Mr. Wirson. I do not. I believe we can forestall that. 
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Senator Carenart. Suppose that this situation exists for 2 years. 
Can we then forestall it? 

Mr. Wuson. If this condition existed for 2 years, I surmise we 
would have to take some such steps, but I cannot conceive that it will, 
Senator. 

Senator Carenart. I want to again congratulate you for making 
such a frank statement and telling the Congress and the American 
people exactly what to expect during the next 9 months. 

Mr. Fierscumann. May I say a word on that question of auto- 
mobiles: The “a little less than 4 million” rate, which is the going rate 
which is authorizd for the first quarter, is higher than any prewar 
year in our history, with the single exception, I think, of 1929, and 
specifically using automobiles as an example, they are today experi- 
menting with the use of steel for radiators instead of copper, so that 
it seems to me if we do increase steel and aluminum by the last half 
of next year, it is very likely that we will be able to maintain such 
things as automobile production at a very good level. 

Mr. Spence. Mr. Patman 

Mr. Parman. It was mentioned a while ago about small producers 
getting a fair share of the critical materials. 

Has any special provision been made in the allocation of critical 
materials for the small producer ? 

Mr. Wrison. Yes. Mr. Fleischmann can explain that. 

Mr. FietscHMann. Yes. Special provisions have been made under 
the Controlled Materials Plan. It affects principally the smaller pro- 
ducers, whose demand for controlled materials is a very small one. 
He not only has a substantive advantage but he is exempted from all 
the red tape with which unfortunately, we have to harness the Con- 
trolled Materials Plan. 

I do not have the exact figures available but this smallest user is 
able to certify his own requirements. They then have a compulsory 
status at the mills just as the largest producer. 

Mr. Parman. Could you give us an example, such as a small user 
of steel? Is there a limitation or exemption up to a certain amount? 

Mr. Fieiscumann. Yes. The typical small shop that uses a ton 
or so of steel a week may certify his own needs by saying, “This is 
a small user’s Controlled Materials Plan order.” 

I believe the figure in steel is up to 5 tons a quarter. He does not 
have to go near a Government official. He may then take that to the 
mill and that has the same status as any other Controlled Materials 
Plan order. 

Obviously, that in some ways is a leak in the system in the sense 
that the small fellow if he were so minded perhaps could exaggerate 
his needs. 

We think it is so important to exempt this vast area of people from 
Government control—both from the administrative standpoint and 
because of the strength it adds to the economy—that we have put this 
system into effect. 

Up to date, we have seen no evidence that it is being abused and we 
hope to and intend to continue it. 

Mr. Patman. Mention was made of certain critical materials— 
tungsten and manganese in particular. 

I read in some paper the other day where they were mining tungsten 
ore in North Carolina. Do you know anything about that? 
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Mr. Wuson. Yes, sir. They are mining it in a number of States 
and they are opening up some new mines now that may increase our 
domestic production quite substantially. 

Mr. Parman. I assume they are high-cost producers and can only 
operate during the time of an emergency where the price is high? 

Mr. Wurson. Some of them, but there are mines that continued in 
operation—in fact new mines that were opened up just south of here, 
in 1945, that produce a very high grade tungsten and they are in- 
creasing the output there now. 

Mr. Parman. Under this stockpiling program of strategic mate- 
rials, can the Administrator give preference to one of these high-cost 

woducers for a period of years to encourage him to go into the 
usiness ¢ 

Mr. Witson. Yes. 

Mr. Parman. We have lots of complaints from the miners, that the 
price they get is a little bit less than what they can afford to produce 
it for. 

Mr. Wuson. Yes, they can do that. We have established a set-up 
now to speed up that process. Jess Larson is working hard at it and 
there are quite a few propositions that will allow marginal operators 
to get a higher price for their output and that whole process is being 
speeded up, Mr. Patman, 

Mr. Patman. I was not sure that the failure to get sufficient domes- 
tic manganese was due to the fact that we had not discovered a good 
way of beneficiating manganese. 

Has that problem been overcome, Mr. Wilson ¢ 

Mr. Wuson. I do not think it has been fully overcome but there has 
‘been a great improvement in the beneficiation of it. 

In addition to that we have under way now a pilot plant which, 
if the operation is successful, will show the way to the recovery of a 
great deal of manganese from existing scrap piles around the country 
and at the same time recover some of the steel that is lying in those 
scrap piles. 

In other words, if we can recover both the manganese and the steel, 
the combination of the two makes it a desirable proposition. 

The first pilot plant is now under way and if it works, we will prob- 
ably put in about four others, or induce some commercially minded 
people to put them in, and thus increase our supply of manganese and 
increase our stockpile. 

Mr. Parman. We can take care of our needs through increased 
domestic supply ¢ 

Mr. Witson. I think we are reasonably well covered for the period 
that we have to worry about. I think we are reasonably well covered. 

Senator Maysank. Senator Fulbright 

Senator Fuisrieut. I understand you expect by the end of next 
year to see an increase in the production of aluminum, whereby the 
situation will be eased. Is that dependent upon an increased supply 
from Canada ¢ 

Mr. Witson. Unfortunately, no. That supply, I would be quite 
sure of, that it is there, but we are not getting too much of the exist- 
ing supply. 

Senator Futaricntr. Do you have any control over aluminum that 
is imported from Canada? 
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Mr. Wiison. Yes, it is allocated. That is that supply that comes 
from Canada is taken into consideration in your allocations. 

Senator Futsricur. What I mean is, can you determine who gets 
the Canadian supply? 

Mr. FLetscuMann. Yes. 

Senator Fursrient. But if it does not go where they wish it to go, 
it just does not come in; is that not a fact? 

r. Fierscumann. Where the Canadians wish it to go? 

Senator Futsricur. Yes. 

Mr. FLetscuMann, No, sir; we have firm contracts for some of the 
Canadian supply. 

Senator Futsricur. What I mean is, they are free to send it any 
place they want. You have no control over the aluminum produced 
at Shipshaw, do you? 

Mr. Witson. I think the answer to that is this: If the Shipshaw 
project supplier, the Aluminum Co. of Canada, makes contracts with 
10 companies in the United States for a certain amount of aluminum, 
we know who these contracts are made with, and that is taken into 
consideration ‘in the allocation of American aluminum. American 
aluminum users just get so much aluminum anyway, no matter where 
it comes from. 

Senator Futsricut. You have answered my question. You cannot 
contro] where it goes. The point is, we built that plant in the last 
war and now we find ourselves not in control of it. 

I only hope we will not repeat that a second time and build another 
plant in Canada that is not subject to our control. 

Mr. Witson. I do not get the point because we are not talking about 
putting in a new project in Canada, Senator. 

Senator Furerient. That is just what I wanted on the record. I 
believe that to be true and I just wanted it understood that it is true. 

Mr. Witson. Well, put it on the record that we are not consider- 
ing it. 

nator Fu.erienr. You hear in the press these rumors that that 
was a project and I thought this was a time to clear it up. 

Mr. Witson. We can tell you there is no such thing in progress, 

Senator Fu.sricut. That is all I wanted you to say about that at 
this time. 

One other point interests me about automobiles. What percentage 
of these materials that you mentioned that are in short supply go into 
the automobile industry, approximately ? 

Mr. Fieiscumann. I will have to supply that answer for the re- 
cord. For example, in steel it is 7.3 percent, but there are a lot of 
products. 

Senator Futsricnt. In aluminum and copper would you guess it 
was as much as 10 percent ? 

Mr. FLetscuMann. No; it is ek like that. 

(The information requested is as follows :) 


First quarter 1952 allotment to passenger cars as a percent of total supply: 
Carbon steel, 7.3 percent ; alloy steel, 9.5 percent ; stainless steel, 5.9 percent ; brass 
mill products, 5.5 percent; wire mill products, 1.9 percent; copper foundry 
products, 0.8 percent ; aluminum, 2,8 percent. 

Senator Futerient. Since you have this tight situation, would you 
not be justified in asking General Motors and Ford to build small 
cars instead of these huge hearses that clutter up the streets? 
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Mr. Fierscumann. I think we would be justified. There is only 
one possible way you could do it. 

Our general theory has been, which may be right or may be wrong, 
that during this period which we hope will be a short one, but which 
may be long, the minimum of Government direction of industry was 
advisable. We thought we would parcel out the material as fairly 
as we could, and, generally speaking, let the businessman decide what 
he wants to do with it. 

Now, if we were close to the point that Senator Capehart asked 
about, if automobile transportation threatened to be so scarce that 
we perhaps would have to consider rationing it, then certainly we 
should do what you have said. 

Senator Futsricut. Ordinarily I wouldn’t consider using such a 
power for an economic industry, but these big cars are becoming such a 
nuisance that I think you ought to consider asking them to make some 
smaller cars. We could get two for one in material and it would also 
be a great relief to the traflic situation around the Capital. 

Mr. FietscuMann. Senator, it is a matter of judgment. At some 
point you do it. 

Senator Fu.erieur. I hope you do it. 

Senator Maypann. Mr. Halleck? 

Mr. Hauiecx. Mr. Chairman, I do not know what I could contrib- 
ute here except first of all I want to say I have been impressed with 
what both of you gentlemen have said. 

It is a rather difficult picture for a lot of folks, but it is realistic. 

I have served on the House Select Committee on Small Business 
since it was first organized back before Pearl Harbor. One thing 
I have heard the small-business man talk about in particular is that 
if he is going to be hit with a shortage of materials he would like to 
know about it as far in advance as possible so he could make his plans 
accordingly. Certainly that is a great advantage to be gained from 
such a frank disclosure as you have made here. 

There is another thing that has impressed me as I have gone along 
through these times of shortages of materials. It is simply that, even 
today, we talk about the problem of dividing up the short supplies 
we have, and that is a tremendous problem, and it probably is of first 
importance. Although it has always seemed to me that possibly as 
a matter of fundamental importance is the equally great problem of 
how to encourage a greater production or stimulate or bring about a 

ater production of the materials that are short that cause the 
ifficulty. 

Now, I have reference to aluminum and copper, which have been, 
I guess, stressed more here today than anything else. Now, how much 
copper did we lose by work stoppages here in recent times? 

r. Wirson. Fifty-five thousand tons altogether. 

Mr. Hauieck. If I might add a word, it is that whatever power 
there is in the Government it ought to be used and used quickly to 
avoid the work stoppages that sacrifice the production of the materials 
we need so badly. 

Now, there is another question I would like to ask with respect to 
aluminum. 

It has been said to me that certain alleged monopolistic positions 
of some of the larger aluminum-producing companies have inter- 
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vened to interfere with the increasing production of aluminum. Is 
that true or not? 

Mr. Wison. It was true; yes. 

Mr. Hautecx. I do not like monopoly either, and I do not know 
whether these three or four companies in the top position are in a 
monopolistic position or not, but when we need aluminum as badly 
as we need it now, it seems many of these other things might wait 
for another day. We had better get going with the people who pro- 
duce the stuff and get it out so we will not hear about death sentences 
possibly to the extent we now hear about them. 

It is a tragic thing. Those of us who have been out in the field 
listening to the small-business fellow, a veteran back from the war, 
who is setting up a little business making aluminum shades and then 
bang—all at once everything is wiped out. It is tragic. 

As far as possible we should try to avoid it and I am quite sure you 
gentlemen will. 

Mr. Witson. We are doing everything we know to make up for as 
much of the time that was lost as poestbia in getting the whole alumi- 
num expansion under way. 

There was a loss of time while consideration was given to trying to 
get numerous small-business men who were interested—small-business 
men who had $100 million, you know—-so as to keep it out of the hands 
of the monopolists. But the fact is that we did not find too many of 
the small-business men with $100 million, or the borrowing power for 
$100 million unfortunately. I wish we had. We did not. 

Finally, that phase was behind us, or that delay was behind us and 
it was worked out and we got down to brass tacks and got the alum- 
inum wherever we could get it as a matter of fact. That has speeded 
up now. 

Senator Maysank. Senator Sparkman ? 

Senator Sparkman. Mr. Wilson, I agree with the sentiments that 
have just been expressed by Mr. Halleck with reference to these small 
businesses. We wish to express the wish that everything possible be 
done for them to enable them to maintain themselves at an existence 
level until they can get in on a defense contract. 

As I see it, it has two sides to it, either give them the materials or 
include them in our mobilization program that will enable them to get 
materials for the production of essential war materials. 

Now, there are just a few questions 1 wanted to ask. 

First, I would like to address this question to Mr. Fleischmann: 

Mr. Fleischmann, in the Senate Small Business Staff Report of 
September 29, there appeared this item and I quote: 

Aluminum death edict again appears to be in the offing. 
And it goes on and discusses that. 

Now, that came out on September 29, and just a couple of days after 
that I had a telephone call from your office—unfortunately I did not 
get to talk to the one who was calling, but a memorandum was put on 
my desk saying that you were very much disturbed by that news item 
and that—I will read from my memorandum : 

Mr. Fleischmann states there is absolutely no basis whatsoever for the state- 
ment appearing in this publication, 

As I interpreted your statement this morning, I believe you stated 
you did not want to call it a death sentence. It is just that, is it not? 

Mr. FieiscHMann. No; it is just the reverse of that, Senator. 


* * * 
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The death sentence that I referred to meant the issuance of an order 
that certain items, like window shades, could not be produced out of 
aluminum. Your committee expressed the strongest possible view 
that that could not be done. Instead of that, whatever the supply of 
aluminum was that could be made available, it should be distributed, 
even if it had to be spread thinly, but no one should be prohibited from 
using aluminum. That was the common. understanding of the term 
“death sentence.” 

Now we are not prohibiting anyone from using aluminum. We are 
giving them an allotment. In some cases it will be so small, I must 
freely admit—and I have stated that before, and the same point was 
made in testimony before your committee—in some cases people will 
be quite unable to continue business. In other cases, in my judgment, 
they will be able to, particularly taking into account in aluminum 
that next fall there will be greatly increased supplies of aluminum, and 
that this situation therefore is much more temporary than the poor 
man who has to rely on copper. With him, the problem is a more 
permanent one. We are not going to prohibit the use of aluminum 
except perhaps for the most nonessential decorative purposes as, for 
example, in automobiles. 

We do not intend to prohibit the use of aluminum, even in the least 
essential items. 

Mr. Wirson. Could I speak to that, Senator ? 

Senator Sparkman. Yes. 

Mr. Wiison. The fact that he is going to get possibly 15 percent, 
now that gives him a little time too to turn around and gives him the 
time to make substitutions of steel which will be getting into freer 
supply. We are going to have a freer supply of the kinds of steel that 
man would use, in the first quarter and certainly the second quarter. 

This gives him a chance to swing over. That is true in the case of 
many businesses. I do not know in the case of window shades; I do 
not know much about them. But I guess, knowing a little bit about 
the ingenuity of American manufacturers, and especially small manu- 
facturers, given 15 nen ae in the first quarter, that will give them 
a chance to make substitutions, change their tools, and it will take a 
tool change in some cases, and get over to steel or something else. 

I do not think they are going out of business. They are too ingen- 
ious for that, thank God. 

Mr. FieiscHMann. We are going to make extra steel available to 
anybody in this situation who can use it. Now, they may not be able 
to use some of it, of course, but if possible we will make it available. 

Senator Sparkman. You mean you are going to more or less in- 
vite him to do a conversion job upon the premise that some steel will 
be available to help out ? 

Mr. FieiscumMann. That is correct. 

Senator Sparkman. Let me say this, Mr. Fleischmann. Last year, 
or at the beginning of this year, when the death sentence was proposed 
in aluminum, we did have that up with you, and I want to say you 
cooperated very nicely, and I want you to know that we appreciate 
the very great problem that all of you have, Mr. Wilson, Mr. Fleisch- 
mann, Mr. Small, and all of the rest. 

The reason I bring Mr. Small in now is because I wish to ask a 
question that really relates to him. Perhaps, Mr. Fleischmann, you 
can answer it, you or Mr. Wilson. 
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Do you remember in Senate Report No. 77 we recommended also a 
very careful reappraisal of our aluminum stockpile needs? I do not 
eare about going into detail because I realize that there are certain 
confidential matters involved, but has there been a careful and constant 
appraisal and reappraisal of our stockpile needs in aluminum? We 
felt at that time that the stockpile requirements had been set uy some- 
what in reverse order, in that the heavy amounts came when cur pro- 
duction was down, and went down when our production was scheduled 
to go up. 

Mr. Wiison. Senator, maybe the best answer to give you on that 
is that we are not putting any aluminum in the stockpile now. 

Senator SparkMAN. I saw in the paper the other day that during 
the last quarter you were going to have to go into the stockpile on 
certain things, I think both aluminum and copper. 

Mr. Wuson. That is right. 

Mr. FieiscuMann. We hope to avoid that. I think Mr. Small, if 
you ask him, might think we have reappraised the stockpile situa- 
tion a little too much. 

Senator Sparkman. Well, I saw Mr. Small back there and that is 
the reason I brought him in at the time that I did. 

Mr. Wuson. We are just not able to give Mr. Small what he wants 
for the stockpile. I can assure you of that. 

Senator Sparkman. There is considerable anxiety among the 
people when they hear we have to go into our stockpile this early in 
the game. 

I am not advocating anything here, and certainly no member of 
these committees would advocate anything that would impair our se- 
curity with reference to our stockpile, but we did feel that it was some- 
thing that required careful and continuous study. 

Mr. Wuson. Senator, can I just answer one phase of that state- 
ment you just made? I think the American people, and certainly I 
think you legislators, ought to feel pretty good about the situation 
where we have to go into the stockpile when you come right down to 
brass tacks and for this reason: You have 63 million people, roughly, 
employed in the United States today. You are tossing into the whole 
productive system of the United States unprecedentedly large quan- 
tities of these metals which we are talking about. The figures and 
the records prove that. You have cut down civilian mene i of 
hard goods that use these metals substantially already. You are 
cutting them a little further. 

Therefore, that can only mean one thing: that filling the pipeline 
for the production of the military end items is under way on a tre- 
mendous scale. Otherwise, where is the labor or all this metal going? 

You are in the stage where the end-item production is only gradu- 
ally coming up, but the pipeline using that tremendous amount of 
labor and using those unprecedentedly large volumes of metals is 
growing and growing weekly now. It finally comes out sometime in 
1952, if you please, to the figure of end-item production, something 
like $4,000,000,000 a month. 

Senator Sparkman. How much of those metals are we chewing up 
in new facilities? 

Mr. Wiison. A considerable amount at the moment. I do not 
now know whether the percentage has been werked out on that or not. 
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Senator Sparkman. Have you adhered to that policy that you an- 
nounced in the beginning: that you would not approve the construc- 
tion of new facilities as long as there were existing facilities capable 
of doing the job? 

Mr. Wuson. To a very large d , Senator; yes. 

You know it is pretty hard to tell whether you adhere to it 100 per- 
cent or anything like that, because in some cases the military may 
have given a contract to some concern for some new item, where there 
was a facility that had all the machine tools for it and the plant 
fitted for that new item. It is a pretty difficult thing to say 100 per- 
cent. 

I think on the whole, though, that they used good discrimination in 
it and good judgment. 

Senator Sparkman. I did not mean 100 percent. I mean adhering 
to the policy, doing it wherever it is feasible to do it. 

Mr. Witson. That policy has been adhered to. 

Senator Sparkman. Of course, these little businesses that are goi 
to be forced out because they cannot get, or at least are confronted 
with the possibility of bemg forced out because they cannot get, these 
critical and scarce materials, I just wonder how much effort is being 
exerted and if we really are going out of our way to exert effort to 
help them share in defense contracts, either as prime contractors or as 
subcontractors. 

Mr. Wurson. Well, I will say this to you: I think there is a 100 per- 
cent better job being done in it than I ever dared hope for 9 months 
ago or 10 months ago when I came down here. 

I think an excellent job is being done. I do not mind admitting 
to you that when I found out that small business had gotten 28 per- 
cent of the prime contracts I was amazed and delighted. 

Senator Sparkman. What period of time does that cover? 

Mr. Wison. That covered the period up to September. 

Senator SparKMAN. Do you mean the whole period ? 

Mr. Wirson. The whole period up to September. 

Senator SparkMAN, I will say that we have had reports from some 
areas in the country that indicate a very fine spreading of the con- 
tracts and subcontracts to the extent that business generally seems 
to be pretty well satisfied. But that is certainly not true generally 
over the country. 

Let me ask you this: Is our productive capacity pretty well used 
up now in our mobilization program ¢ 

Mr. Wuson. Is the existing plant being utilized fully ? 

Senator Sparkman. Yes. 

Mr. Wison. It would vary considerably, Senator. Let us take 
airframe manufacturers for an illustration. The answer would have 
to be “No,” because we are writing for new tools to meet new require- 
ments of construction. We are waiting for increased output of en- 
gines. We are waiting for a very substantially increased output of 
electronic devices of all kinds. 

All of those lines which go into an airplane today—and they are 
more important items today than they were in World War II—they 
have not come along to peak production at the same rate that we had 
an ability to produce airframes. Therefore, I do not think you could 
factually say that the airframe manufacturer’s volume is up to peak 
and he is using all his plants to peak. 
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Senator Sparkman. Frankly, that question was prompted by an 
item I saw in the Washington Post yesterday datelined Toronto, Can- 
ada. I will just read the first paragraph : 

United States Secretary of Commerce Sawyer said today his department 1s 
urging that the United States place $300 million worth of defense contracts in 
Canada this year. 

Mr. Wissen. I do not know anything about that statement. I just 
read it in this morning’s paper, too. 

Senator SrparkMaN. Just one more item I want to ask you about, 
Mr. Wilson. I do not want to take too much of your time. 

I do not believe I heard any mention in your statement, or Mr. 
Fleischmann’s, with reference to housing. You mentioned construc- 
tion, as I recall, but I do not believe you mentioned housing as such. 

During the current year, the Federal Reserve Board, the Housing 
and Home Finance Agency, and your agency decided on 850,000 units. 
The Homebuilders’ Association predicts that it will go to about 
1,000,000 or perhaps a little over a million units. 

What is the outlook with reference to next year? 

Mr Wuson: I am sorry I cannot give you the exact figure. Ata 
meeting we had on the subject a couple of weeks ago, the figure was to 
be prigt Mey but it looked like about 800,000 or 850,000 houses, many of 
which would be in those districts where there is a shortage. I mean 
those critical defense-housing areas where we have to take special 
measures to get housing; for instance, down on the Savannah River, 
where there are literally thousands of houses that have to be built for 
that new, important munitions plant. . 

Mr. FieiscumMann. Our allocations, Senator, for the first quarter 
would be close to that annual level of 800,000, but there is a difficulty 
to which I should call your attention, and that is in the building-supply 
field, where again the shortage of aluminum in the early part of the 
year and the shortage of copper that goes into housing may make it 
impossible to maintain that goal and we may have to expedite it at the 
end of the year. There area lot of variables. 

Senator Sparkman. Is there any critical shortage of any other build- 
ing material at this time? 

Mr, FieiscuMann. It is more in the building-supply field, like 
plumbing supplies, because of the metal. The housing itself, except 
to the extent it uses structural steel, can be built. 

Senator Sparkman. Thank you. 

Thank you, Mr. Chairman. 

Mr. Srence. Mr. Rains? 

Mr. Rats. I only have a question or two, 

All through your statement you have mentioned the shortage of 
aluminum. As I understand it, one of the essentials to an ample 
supply of aluminum is an ample supply of electric energy; is that 
correct / 

Mr. FiriscumMann. That is right, Senator. 

Mr. Rarys. What, if anything, is being done or recommended to step 
up the source of electric energy in the country ? 

Mr. FLetscHMann. You have a planned program of approximately 
40-percent increase in electric energy in the next 3 years. In fact, that 
is one of the very difficult material demands that we are trying to 
meet. It is a terrific thing to step it up because it takes such vast 
amounts of copper and aluminum. 
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The new aluminum plants in a number of cases are going to produce 
their own energy for making alumina and aluminum. Some of them 
tre resorting to thermal plants, using lignite. Others are using gas, 
and generating d. c. current directly with gas engines rather than 
buying a. c. power and converting it, and there are a great many 
yr being used, all of which I think are economically sound. 

fr. Rarys. Is it not a fact that you would take less of the short 
materials to step up the development of the hydroelectric power than 
it would to build all these steam plants and these other things you 
talk about ! 

Mr. FieiscumMann. I doubt it very much. 

Mr. Rarns. Is it not also true that there is a shortage of electric 
power in all sections of the United States? I read in the paper the 
other day that the Secretary of Interior said they were approaching 
shortages in the Southeast where I come from. 

Mr. Fietscumann. Well, there may be in some spots in the South- 
east; but, with the job of interconnection and the grid systems that 
have been put into effect, there are tight spots: and if we go through 
with the production of equipment for these increased power supplies, 
if we give them the structural steel as we are now planning to give 
it to them so they can construct thé plants and give them the boiler 
material and so on, I believe they are going to come through so that 
the use of electricity will not have to be cut down. 

You will not have to go to brown-outs and that sort of thing to 
any extent. 

Mr. Rarns. Mr. Wilson, I have one other question. Perhaps you will 
remember in an early session of the consideration of the 1950 Defense 
Production Act as a member of the Banking and Currency Committee 
1 inquired of you about what you thought of the dispersal of war 
plants in the interest of the national security. 

Could you tell us what it depends on, especially since the President 
has issued an Executive order along that line, or what is contem- 
plated ¢ 

Mr. Wiutson. Do you mean the order of the last couple of months? 

Mr. Rats. Yes. 

Mr. Witson. I think that was about as sensible an order as I know 
of because under the early scheme of things, at least as I understood 
it, the idea was to disperse plants very widely for safety purposes, 
but under the new order which the President. issued the dispersal of 
these plants could be done on a very much narrower basis. That is, 
you could put a plant 10 or 15 miles away from an existing industrial 
area and that would be regarded as safe. That obviated the necessity 
of going off a great distance. 

Mr. Rains. There never was any idea or intention of moving indus- 
try out of any particular section at any rate, but in building new plants 
you do take into consideration the new order that has been issued 
with reference to the safety of the plants and so forth? 

Mr. Wuson. That is right. Since the new order has been issued, 
we have not had occasion to use it much because there are not many 
new plants planned or have not been since the order was issued, but 
if they become necessary, we will take that into consideration. 

Mr. Rarns. That is all. 

Senator SparkMan. Senator Moody? 
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Senator Moopvy. Mr. Wilson, first I would like to compliment you 
and Mr. Fleischmann on your statements here and to express m 
agreement with your fundamental approach, namely that the lac 
of military strength now certainly would jeopardize the safety of the 
United States and that some intelligent, over-all program to handle 
this question of materials is certainly necessary. 

I would like to ask you a couple of questions to clear up points that 
occurred to me while you were talking. 

You said there was a movement on foot to get some manganese 
domestically. Do you feel that that possible supply of domestic man- 
ganese would begin to meet your demand for manganese ! 

Mr. Wuzson. No. We will still have to get manganese and all we 
can get from offshore points. 

Senator Moopy. The prospective domestic supply would be a com- 
paratively small amount of manganese? 

Mr. Witson. It is just a small insurance policy. 

Senator Moopy. I did not want to leave on the record the impression 
that we could now get all our manganese from the United States. 

Mr. Wuson. If I gave that impression, I am glad you gave me a 
chance to correct it. 

Senator Moopy. You did not give me that impression, but I was 
afraid that might be so interpreted. 

Mr. Wuson. Oh, no. It is just one expedient to try to improve our 
situation. 

Senator Moopy. Now, it seems to me that with the encouraging 
prospect for the second half of 1952 where you have spoken of more 
steel and more aluminum coming up, this problem becomes chiefly 
a question of timing. 

t am sure that it is your intention not to have idle metal lying 
around. It is a question of -how to dovetail ‘the civilian reductions 
with the increase in the military production; is that correct? 

Mr. Witson. That is correct. 

Senator Moopy. Now, the automobile industry is, of course, one of 
the major industries in both civilian and military production. 

My reports from Detroit have been that at the present time and for 
the first quarter of 1952, the prospect of increase in military produc- 
tion is not going to be commensurate with the reduction in civilian 
production. 

I realize you cannot have a perfect dovetailing. But I am wonder- 
ing where the material is going in the meantime. What will hap 
to the material that wall ordinarily be chewed up by automobile 
production, which is not yet going into military production ? 

Mr. Writson. Well, it is not going into civilian production, I assure 
you. It is going into expansion of new plants for the military, and 
into the expansion of additional power-producing plants. 

Senator Moovy. The chief unknown item in this picture from the 
public standpoint, is the basis of defense requirements, for steel and 
alloy steel, cobalt and copper, is it not? 

Mr. Wuson. I would not say it is unknown. 

Senator Moopy. It is not unknown to you, of course. 

Mr. Witson. We can give you the figures on their added require- 
ments, first quarter as compared with fourth quarter of this year. 

Senator Moopy. That is exactly what I am going to ask you. 
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Mr, FietscumMann. It was 400,000 tons just of carbon steel alone 
additional for the first quarter. 

Mr. Wiutson. And the aluminum substantially more. 

Mr. Fietscumann. And brass mills. 

Senator Moopy. I notice, Mr. Fleischmann, that you mentioned that 
out of the assignment of material enough for 930,000 new cars it might 
be ible to get 1,000,000 cars or more in the next quarter. 

r. FLetiscuMaNnn. With their additional inventory. 

Senator Moopy. If they get that much new material, they will have 
enough on hand, with inventory and so forth, to reach a million. 

Mr. FieiscuMann. As nearly as we can judge, they are likely to get 
to that goal. 

Senator Moopy. Can you expand on that a little bit ? 

For example, what about the nonferrous-metal supply in that in- 
dustry’ I understand that is averaging less than 2 weeks’ supply at 
the present time. 

Mr. Fietscumann. For one thing, the entire automobile industry 
now is working with the possibility of substituting steel for copper in 
radiators. 

Now, exactly when that will happen we do not know, but judgi 
by the suecess, for example, that the radio industry has in getting ri 
of cobalt, they will probably be ahead of schedule instead of behind 
schedule. That is one item. 

Another possibility is the one that Senator Fulbright suggested. 
They could decide tomorrow to make more small cars and fewer big 
ones. 

Senator Moopy. That is a very interesting suggestion. 

Mr. Fietscumann. That would in and of itself have an immediate 
effect on the production schedules. There are, in our judgment, still 
some conservation practices which they could follow. 

Senator Moopy. I noticed, Mr. Wilson, that a while ago in an- 
swering a question of Senator Sparkman, you mentioned a freer sup- 
ply of steel in the next quarter. 

Mr. Wuson. That is right. 

Senator Moopy. I know what you mean, but I think for the record, 
at a time when a great many people are being cut back, you might 
want to explain what you mean by a freer supply when people are 
being cut back to a shorter supply. 

Mr. Wirson. Well, some of the new facilities that we have finished 
up will come into use during the first quarter. For example, I know 
of one or two new big blast furnaces that will be blown in in the 
first quarter. As a matter of fact, they will be blown in this year. 
They ought to be producing in the first quarter. Of course, there is 
the inevitable lag in getting that ingot output translated into steel 
for customers. it will take a little time. This is only a guess—well, 
I should not even guess it because I will have the steel industry down 
my neck again—I have just been through that, you know, but I will 
say that they ought to produce 1 million tons or more in the first 
quarter—I donot care, I will go on record with it—1 million tons more 
in the first quarter than we got in the fourth, and it will accelerate 
through 1952, in my judgment. 

Senator Moopy. How much will the output of defense products in- 


crease between the fourth quarter of 1951 and the first quarter in 
1952? 








26 PRODUCTION AND ALLOCATIONS 


Mr. Witson. The fourth quarter of 1951 and the first quarter of 
1952? How much will the output of military end items increase? 

Senator Moopy. Yes. 

Mr. Wriison. Well, it will not be big. The delivery difference will 
not be big. 

The point I tried to make, Senator, when I told you the over-all 
figure—63 million people employed, and this vast amount of material 
going in—in that the lag between beginning some of these jobs and 
making the components and coming out with military end items is 
terrific. 

Just take on a plane. It took 6 to 9 months to get plane production 
up to a certain point, but within the last 6 to 9 months they have just 
given them their specifications for the electronics. It takes 6 to 9 
months just for the engineering of some of these magic new electronic 
devices that go in these bombers. 

It will take 6 months more before the production begins to roll and 
it ay be that many of the end items we are waiting for in the first 
quarter may be held up until those things are evened up. 

Senator Ture. May I ask this: Is it wise to put all this in a public 
record? Is there any danger in it? 

Mr. Wrison. Not in what I have said, I think. 

Senator Maysank. Before the record is printed, I will send it down 
to Mr. Wilson and Mr. Fleischmann to eftidinats whatever they be- 
lieve should not be printed. 

Senator Moopy. Mr. Chairman, this is a very important subject. 
I have a number of questions I want to ask and I do not want to take 
up too much time now. 

I am wondering whether you intend to continue this either tomorrow 
morning or Monday morning. I know there are a number of mem- 
bers of the committees of both the Senate and the House who have 
not had an opportunity to question. 

Senator Marwan. I was going to get to them now. 

Senator Moopy. I did want the opportunity to ask these gentlemen 
further questions and I wanted to know whether you intended to 
continue these hearings. 

Senator Marsan. I will leave that up to the committee. We can 
have them either this afternoon or tomorrow. 

Senator Moopy. I would suggest a session on Monday because there 
are two or three important things coming up this afternoon and we 
should be on the floor. How about Monday morning? 

Senator Maypank. We have an important item for Monday. 

Senator SparkMAN. I understand the House is not in session this 
afternoon. I would suggest that they could go on and run the hear- 
ings and the members from the Senate could come in as they can. 

Senator Moopy. I have one more question I would like to ask, if I 
may. 

Senator Mareank. Let me get this clear first. As I understand, it 
is the wish to continue the hearings at 2 o’clock, is that correct ? 

Mr. Spence. I think 2 o’clock will be satisfactory. 

Senator Maynank. We will have the hearings continued right here 
at 2 o’clock. Those Senators who can come may come. : 

Without objection, the meeting will recess until 2 o’clock when it 
does recess. 
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Senator Moony. I have been requested to ask you this question, 
Mr. Fleischmann, whether the material allocations for the 930,000 
automobiles for the first quarter are in balance. That is, are there 
equivalent amounts of steel, copper, and aluminum allocated to make 
that schedule ¢ 

Mr. Firiscumann. Ye, sir, according to-our best judgment. 

Senator Moopy. I will yield the floor for the time being, Mr. Chair- 
man, . 

Senator Maysank. Congressman Spence / 

Mr. Spence. I will call on Mr. Multer. 

Mr. Muurer. Following the same subject that Senator Moody has 
been inquiring about, I am slightly confused at the moment as to 
what the situation is. It seems that we are going to inerease auto- 
mobile production in the next quarter 12 to 13 percent. 

Mr. FLetscHMann. Decrease. 

Mr. Mutrer. I thought it was increase. Production of new cars 
will be decreased ? - 

Mr. FietscumMann, The production in the last quarter of this year 
the materials made available were for 1,100,000 cars. In the first 
quarter it will be for about 930,000 cars. 

Mr. Murer. That clears it up. 

Senator Moopy. Again I would like to renew the suggestion that 
there are two or three things that are on the floor that are quite im- 
portant and perhaps we could meet Monday morning. 

Senator Maybank. We could meet Tuesday. The law requires the 
watchdog committee to file a report which we have not filed. The 
House has to go before the Rules Committee. 

Senator Moopy. I have a series of questions I want to ask, but I do 
not want to detain the committee through the lunch hour and must 
be on the Senate floor this afternoon. 

Senator Maynank. I do not want to shut anybody off, but we cannot 
meet on Monday because twice we have put off the watchdog com- 
mittee meeting and the law requires us to file a report which we have 
not filed. We had the hearing yesterday and the House Banking 
Committee had to meet on the so-called amendment of Senator Cape- 
hart and we have been tied up all day. 

Senator Moopy. I suggest we meet on Tuesday morning. 

Mr. Spence. It suits me. I do not know what the condition will 
be in the House. We may be considering important legislation and 
if the tax bill comes up on Tuesday, it will be difficult for the House 
Members to meet at that time. I suggest we meet at 2 o'clock this 
afternoon. 

Senator Maynank. There is a special subeommittee of the Select 
Committee on Small Business—I do not think they are on the watch- 
dog committee. If they want to hold the hearing—I am not suggest- 

_ing what they should do, but they could meet on Monday. We cannot 
change this meeting again. 

Senator Sparkman. Mr. Chairman, my only thought is that here 
are six or eight Members of the House who have not had an opportu- 
nity to question, and the House is not in session this afteroon. 

Senator Caremarr. Mr. Chairman, I make a motion we meet at 
2 o'clock this afternoon. I put that in the form of a motion. 

Senator Ture. Before that motion is put, may I say this? I have 
been sitting here since 10:30 and I canceled out an Appropriations 
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Committee session this morning. I did not make any appearance 
there in order that I could be here. 

‘This afternoon we have important legislation and we have an 
Far aa pe Committee session on a supplemental bill. So, Mr. 
Chairman, I cannot be with you this afternoon as much as I would 
like to be here. 

Senator Maysank. The Chairman s that we hold the meet- 
ing on Monday. I will not be’able to be here. I will ask Senator 
Sparkman if he will preside because Senators Fulbright, Robertson, 
Capehart, and Bricker are on the watchdog committee. 

nator Ture. I shall not be able to be with you on Monday. 

Senator Sparkman. Mr. Chairman, I have another committee meet- 
ing Monday. 

Senator Siooeet: Mr. Chairman, I suggest that Senator Thye be per- 
mitted to go ahead and ask questions. 

Senator Maysanx. There is a motion by the Senator from Indiana. 

Senator Moopy. I move as an amendment that Senator Thye be 
permitted to go ahead and ask questions now. 

Senator Ture. There is a motion before the committee. If you want 
to press the motion all right. 

Senator Maypank. You go ahead. 

Senator Carenart. I withdraw my motion. 

Senator Ture. Thank you, sir. I shall be very brief. Thank you, 
Mr. Chairman. 

Mr. Wilson and Mr. Fleischmann, I have had the good fortune of 
meeting with both you —_, three times in the past month and 
we have discussed all of these questions as they relate to small busi- 
ness and as they relate to the State of Minnesota. For that I have 
always been very thankful to you because of the fact that I could 
always meet with you when I had a problem. 

Now, the one question that occurred to me when you were givin 
out information relative to flatcars and gondola car construction, 
noticed that you said 18,000 for the quarter. That is a reduction and 
a drastic reduction. We have had a scarcity in gondolas—in fact, we 
have a scarcity right now in the Northwest, moving surgar beets. 
We have had a scarcity of boxcars throughout the entire past summer. 
Your entire defense is dependent upon whether you move freight, 
whether it be food or hard goods. If oe cut the rolling equipment 
of the railroads down, you are going to drastically increase the tonnage 
on highways and you are not giving steel allocation to highways and 
therefore we are apt to paralyze our entire transportation system in 
this Nation. 

Mr. Witson. Not by the cut we have made. 

Senator Ture. Yes, you will, sir. I must beg to differ, because your 
schedule of construction on boxcars recommended for railroads is be- 
tween 8,000 and 11,000. You are cutting back—that is per month 
now—you are cutting back to 6,000. 

Mr. Witson. We are cutting a third. 

Senator Tyr. You are putting the emphasis on the flatears and 
gondolas, leaving us absolutely with a terrific deficit in boxcars. 

Mr. Witson. Well, I do not know about the terrific deficit. I think 


that has been slightly exaggerated. We have been giving them plenty 
of steel and they have been producing at a very substantial rate now 
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for about 6 or 9 months. They have been coming up in good shape 
and the fact we do not give them all they want for the first quarter 
of next year—I think what we are going to make them do is use up 
some of their inventories because they have them. I will tell you where 
they are if you want to know. They have inventories and they are 
going to run them down. 

After all, we are not cutting to the bone. We are cutting them down 
about a third. 

Now, I think by the second quarter as this steel expansion goes 
along, as we hope it will, we will begin to come up again. In the mean- 
time, they will have reduced their inventories—if they really want 
to make as many cars as they say they do—and I have to be shown that, 
but we will see. We are giving them the material. We have given 
them the material for 8,000 a month up to this quarter. 

I do not think it is a serious situation. From all the experts I 
have talked to, including some of the railroad presidents, I do -not 
think it is a serious situation. 

Senator Ture. Mr. Wilson, I do not want to get into a debate on 
that specific question except I can relate to you our experiences. 

Mr. Witson. Do you mean the experience now ¢ 

Senator Ture. In the Northwest we have had a very serious prob- 
lem all this past year. I need not tell you the number of times that 
we have had to meet with the railroad executives and the railroad 
association members in an‘attempt to get an allocation of cars to move 
the freight. However, if you are short of railroad rolling equipment, 
you are going to throw heavier traffic on highways and you are going 
to “bust” your highways up and it will cost more to put those highways 
back into condition. 

The other question I must bring to your attention is that we have a 
constantly growing school soadation and unless we have the steel 
to construct schoo] facilities, we will be constantly faced with the 
ap ee of where we will put the school children when they come to 
the age of going to school. 

Mr. Witson. That is agreed. 

Senator Ture. We in the Northwest—there is not a day when 
T do not have a group of school executives or contractors contacting 
me in person or by letter, begging, can I do something, and you gentle- 
men know that I have been in your offices several times on that very 
question of steel for school construction. 

Now, we must, in some manner, make certain that we do not have a 
deficit in our classrooms as these children come into school age. 

That is the big problem I am faced with which I want to bring out 
and that is all the time I will take of you gentlemen here. 

Mr. Wuson. You heard what Mr. Fleischmann said about the ele- 
mentary schools and the way they have taken care of the building. 
Was that not your point? 

Mr. Fieiscumann. Well, it has been our feeling that for the first 

uarter with this shortage that the institutions of higher learning, 
the colleges, should stand aside because everything cannot be taken 
care of and we have recommended that the principal allotment be 
to primary schools. 

We will have material to finish all the ones that are under construc- 
tion and to start the ones in the most congested areas. 
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Remember what we are talking about, Senator, is a deferral. We 
are not talking about a permanent ban. We are talking about get- 
ting the steel mills built first to help the shortage of steel. We think 
that makes sense. You know all the considerations because we have 
talked them over thoroughly many times. 

Senator Ture. Mr. Chairman, that is all the time that I will take 
_and I will say to you gentlemen that at any time I have called either 
of these gentlemen, Mr. Wilson or Mr. Fleischmann, I have had most 
splendid cooperation and I have met with you gentlemen several 
times personally. 

Mr. Wizson. Thank you, Senator. 

Senator Maysank. I want to make it clear that I feel very badly 
about the inconvenience to Senator Thye and also for the Congress- 
men who have not had a chance. . If Congressman Spence will call on 
the Congressmen, and then Senator Moody 

Mr. Srence. If it is agreeable, I would suggest that we have a 5- 
minute rule in the House and I would suggest that it might be well 
if the members would confine themselves to a short interrogation in 
order that we all might have a chance to interrogate the witnesses. 

Mr. Talle? 

Mr. Tatxe. Mr. Chairman, I shall be brief. 

Recalling the freeze order invoked the 26th of last January, Mr. © 
Wilson, you remember that hearings were begun soon thereafter by 
the House Banking and Currency Committee on proposed amend- 
ments to the Production Control Act of 1950. 

As IT remember it, nearly every witness who appeared before the 
committee emphasized the point that although the controls proposed 
then might not be needed at the hour, they would be needed in the 
fall. And I remember I asked you, Mr. Wilson, if you agreed with 
that point of view. I think I mentioned the month of September. 
The witnesses pretty well went in line with the thought that the new 
controls were needed in September and October. 

Now September has gone and this is the 12th of October and my 
question is, do you find that the inflationary pressure that was pre- 
dicted last spring is here now in full force or is it greater or less than 
you thought then? 

Mr. Wison. I think we have done a reasonably good job, as a na- 
tion, in maintaining civilian production to date and therefore I think 
we have put off to some degree the inflationary pressures that are 
engendered by shortages of civilian goods and people bidding for 
too small a supply, by the fact that we have been able to keep up the 
production of civilian goods to the extent we have today. 

But the very things we are talking about here today, cutting down 
the production of additional consumer goods, certainly in my opinion 
that will steam up to some degree at least, the inflationary pressures 
that the economy is bound ultimately to face. 

Mr. Tatix. Do you predict then that the inflationary pressure will 
rise ? 

Mr. Witson. I do, yes. I think it will rise. 

Mr. Tatxe. That is all, Mr. Chairman. 

Mr. Srence. Mr. McKinnon, 

Mr. McKrwnon. I again want to get back to the school program. 
Did I understand you correctly to say that sufficient steel is being allo- 
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cated at the present time for the first quarter to take care of all the 
construction needs for defense critical areas? 

Mr. FieiscomMann. We consider it an economic waste to have a 
school half built that you cannot complete, so we have made an allo- 
cation first to permit the completion of the schools that are already 
under way. 

Secondly, we have made an additional allocation which is designed 
to permit the start of new construction in the worst places. It is no- 
where near as large as the school authorities want. Just as no par- 
ticular program I have mentioned comes within 50 percent of bemg 
what the advocates of the program want. As we explained, we are 
away over. 

Mr. McKinnon. Do you recall how much steel you are allocating 
for the first quarter? 

Mr. FieiscHMann. We will get those figures. 

Mr. McKinnon. Does that contemplate the fact that you have in 
many of these impact areas, double and triple sessions and in many 
places we are only getting 10 to 15 percent of the material require- 
ments that exist immediately. 

Mr. Frieiscumann. The allotment for schools generally, carbon 
steel is 96,000 tons; structurals, 22,800 tons, and then I do not imagine 
you want the rest of these figures. 

It is something in the neighborhood of 50 percent of what the au- 
thorities have recommended, but the trouble is, it is structural. 

Mr. McKinnon. I realize structural steel is the bottleneck but if 
we have more reinforced concrete we remove that need. 

In your opinion, do you not think that the small amount of steel 
that could be transferred, say from one other industry, like automo- 
biles, for example, over to the schools, in relatively small tonnages, 
would do so much more good in the school program than in the auto- 
mobile production, and at the same time provide employment ? 

Mr. FretscuMann. We have made additional allotments trying to 
encourage the use of reinforcing instead of structural steel. It is 
structural that causes the trouble. But most communities, since they 
are making a permanent addition to the community, want to build 
a very fine and beautiful school and no one can blame them for that. 

As I repeat, Congressman, this is a matter of deferment for maybe 
a 6-month period. It is not a matter of a permanent forbidding of 
anything, unless we get into a shooting war, or all-out war. 

Mr. McKtnnon. Does your agency have any control at all over 
screening the requirements that the military requests in the way of 
steel allocations and other materials allocations? 

Mr. FieiscumMann. Yes. We have a general responsibility for dis- 
tributing materials. Now we do not have a staff ample to make a 
complete screening of the military requirement. That job is assigned 
to the Munitions Board which then presents the screened military 
requirement. 

Nevertheless, in the discharge of our duty, we have an obligation 
to review the military program and we do that in great detail and as 
a part of that job which we have just completed for the first quarter 
we have gone into the greatest detail jointly with Mr. Small and the 
Munitions Roard, on the mest important military programs. So my 
answer to that is, yes, we do screen the military programs and we 
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have reduced many of them, both this quarter and the time before. 
Usuall ved are able to accomplish it with the agreement of the Muni- 
tions Board. 

Mr. McKixwnon. Do you feel some control could be set aside on 
inventories so as to schedule it as to delivery dates so that the delivery 
dates on scarce material at the moment will not come in for a set- 
aside of 6 or 8 or 9 months tomorrow ? 

Mr. FietscuMann. We are continually surveying inventory situa- 
tions all over the country. 

We recently completed a survey of aluminum inventories in air- 
craft plants. 

Needless to say, without an army of Federal investigators, you could 
not have a complete survey of every individual concern, but we are 
following the biggest users with some care. That is designed to pre- 
vent just what you mentioned. 

Mr. McKinnon. There are a number of industrialists starving for 
metals today who say that the military has a supply of materials that 
cannot be used for 6 or 8 or 9 months. Perhaps some of that could 
be transferred. 

Mr. Fuetscumann. Well, sir, I have appeared before many con- 
gressional committees and in nearly every one, that statement is made, 
I have invited them to refer such cases to me. We do not get any 
specific cases. Now, I am sure there are such cases. That is in- 
evitable in this situation. But every one we hear about we go after. 
In addition to that we keep up a survey of it. From the cries I get— 
of course, we get a variety of different kinds of complaints—but we get 
more complaints from the military producers that we are so tough on 
— that they are missing their schedules. I do not know which is 
right. 

Mr. McKinnon. You are willing to adjust such things when they 
come in, however. 

Mr. FLetscHMann. Yes, sir. 

Mr. Spence. Mr. Nicholson—— 

Mr. Nicuotson. We are meeting again at 2? 

Mr. Srence. Yes. 

Mr. Nicnotson. Then I will not ask any questions. 

Mr. Spence. If there are any questions, this is the time to ask them. 

Mr. Nicnorson. Well, I have my own answers to some of them. 

Mr. Srence. Mr. Evins—— 

Mr. Evrns. Mr. Fleischmann made a statement that they had per- 
fected a balance in public versus private power. I wanted him to 
elaborate a little more on what sort of balance has been effected. We 
know that electric power is highly essential for defense. We know 
that there is an increased demand for public power. Is there going to 
be a cut-back on generating facilities for public power? 

Mr. Wuson. He says he did not make any such statement. 

Mr. Evins. You made a statement that, “We have made a balance.” 

Mr. FLetscuMann. The statement I-made is this: We have made a 
balance between the a of generating equipment and the con- 
struction of new public utility operations. We have not made any 
balance between public and private power. It is not our function. 

Mr. Evrns. Are there going to be any cut-backs in generating facili- 
ties for public power? 
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Mr. FietscumaAnn. We allot power to Defense Electric Power Ad- 
ministration and they give it to the Rural Electrification Administra- 
tion and they permit a certain amount to go to the REA projects and 
the remainder goes to the private power operations. I know of no 
proposal to change that. 

r. Evins. You do not propose to cut-back on any private power 
projects now under way? 

Mr. Fix1scHMann. There is a reduction of materials across the 
board as against what Defense Electric Power wants, because there is 
not enough material or big generating equipment to do everything 
they want but there is no specific cut-back on public power projects. 

Mr. Evins. To what extent are defense contracts being let today by 
bn yr rather than by advertising for low bid, on a competitive 

sis 

Mr. Fierscumann. I do not know. 

Mr. Wutson. Let Defense answer that. We do not know. 

Mr. Evrns. Could Mr. Small answer that ? 

Mr. FixrscHMann. Mr. Small has gone. 

Mr. Evins. Perhaps you gentlemen could tell us what percent of 
<a are being let on a competitive basis as against a negotiated 

sis. 

Mr. Wuson. I would not attempt to. 

Mr. Fieiscumann. I do not know. 

Mr. Evins. That is all, Mr. Chairman. 

Mr. Nicnortson. There was a.question on aluminum, whether or 
not you could make aluminum cheaper for use in the gas facilities in 
the great Southwest, instead of hydroelectric, or ordinary power. 

Could that not be utilized, all this inexhaustible gas facility ? 

Mr. Wuson. It is being used to an increasing extent. To put it 
another way. I do not believe that cheap aluminum is dependent on 
2 mill hydroelectric power. There are other ways of getting it eco- 
nomicially—other ways of producing the entity, as well as cheap 
hydroelectric power. 

Mr. Nicnotson. Has of report been made on that? Has there 
been much of a study made 

Mr. Wiutson. Yes, there has. 

Mr. Nicnotson. Where would I be able to find that information? 

Mr. Wuson. Well, I could dig up the report I had made to me on 
it, by a variety of sources, and give you a copy of it if you want it. 

r. Nicnotson. Is that comparatively new ? 

Mr. Wirson. I had it made about 3 months ago, I would say. 

Mr. NicHotson. Well, I think it would be interesting for my own 
information, anyway. 

Mr. Wuson. All right, I will be glad to give you a copy of the sum- 
mer if you would be interested. 

r. NicHotson. Thank you. 

All right, Senator, I am through. 

Mr. Spence. That concludes the Members of the House. 

Senator Sparkman. Mr. Chairman, I would like to ask one more 
question, if I may. I will be very brief. 

Mr. Wilson, you and Mr. Fleischmann have referred to the fact that 
there was to be a curtailment, a further curtailment in production of 
automobiles. 
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Now, I think it is a well known fact that the Big Four rubber com- 
panies supply the tires for those automobiles. Will there be a corre- 
sponding cut-back on the rubber that goes to those four big companies 
which in turn would be spread across the board among the big com- 
panies and little companies all alike ¢ 

Mr Wixson. Can you answer on how you are going to cut it down, 
Mr. Fleischmann ? 

Mr. FietscumMann. I have not considered, Senator, at least I have 
not reached a determination, as to whether additional cut-backs on 
rubber consumption are necessary. As you know, our rubber situ- 
ation, because of the increasing synthetic supply, has improved very 
greatly since last spring, and the present limitations on the use of 
rubber, are—I think I could fairly say, camparatively minor. 

I am not trying to avoid the question but I honestly have not 
reached a conclusion as to what ought to be done in the matter. 

When supply is so nearly equal to demand, and when so many com- 
panies are running at the highest rate in their history, as is the case 
with rubber, I naturally want to avoid additional regulation unless it 
is absolutely essential, but I have not reached a conclusion on it. 

Senator SparKMAN. You will keep that problem in mind. 

Mr. FietscuMann. Yes, sir, it is very much in mind because of the 
recent report of one of the Senate committees. 

Senator SparkMaN, I was going to say, you are familar with the 
hearings that a subcommittee of our committee held over quite a period 
of time, and some of the recommendations we made with reference to 
the earlier curtailment in automobile production. 

Mr. Fietscumann. Some of whieh as you know, we were able to 
follow. 

Senator Sparkman. That is all, Mr. Chairman. 

Senator Maysank. Senator Moody 

Senator Moopy. Mr. Fleischmann, as you know, the Mobilization 
Subcommittee of Small Business was going to go into this matter with 
you in somewhat more detail, regarding the effect of the new CMP 
situation, on small business and on all businesses. 

I would like, if I may, to ask a few more questions at this time. 

The solid basis for all of your estimates, of course, is the total re- 
quirements as given to you by the Defense Department. Is that cor- 
rect ¢ 

Mr. FieiscumMann. I would say in figuring out the program, we start 
with first the military requirement and secondly we start with the 
basic principle that Mr. Wilson has stated, and that I have stated, that 
we intend to see to it that the civilian production is not entirely elimi- 
nated. 

Now, the difficulty comes in applying those principles, but those 
ure the two basic principles—a third being an expansion of facilities, 
which were badly needed. 

Senator Moopy. I understand your problem, of course, and I would 
like to emphasie that no question I am going to ask has any relation 
to a desire to cut down the amount of speed m the actual use of mate- 
rials for military production. 

I believe Mr. Wilson testified this morning that we must merease 
our armed strength because of the question of security. 

Do you make public the total requirements that the Defense De- 
partment advances for their needs? Does that affect security ? 
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Mr. FieiscHmMaNnn. No, we make those public. 

_I will put right in the record what they asked and what they were 
given. 

Senator Moopy. Can you give me in a general way what they asked 
and what they received ¢ 

Mr. FieiscHMann. Well, just to pick a few items here at random: 
For carbon steel, their stated requirements was 2.2 million tons, 
approximately, against which we gave them 1.9 million tons. 

Senator Moopy. On that point, you reduced that because you felt 
that they had overestimated or was that a reduction in the proposed 
military strength / 

Mr. Firiscumann. The kind of review that we give is a scheduling 
review. Can they chew up the metal they ask for in the quarter in 
which they ask for it. 

Senator Moopy. Or will it lie around idle? 

Mr. FieiscumMann. That is right. 

Structurals, for example, were cut from 192,000 tons to 171,000 tons 
because we decided after reviewing it with them that they could not 
put it in place. 

There are many other cuts here to which I might call your atten- 
tion. In alloy, it is cut from 531,000 to 425,000. There are compa- 
rable cuts all the way along the line. 

Senator Moopy. I realize that, these days, you are on perhaps the 
hottest spot in the town. People are calling up for more material all 
the time. 

Mr. FieiscHMANN. | sometimes hear from one or two, yes. 

Senator Moopy. That is true in a Senator's office as well as your 
own. 

Mr. FieiscuMann. Yes, I know it. 

Senator Moopy. I have had requests from people who said they 
wanted to get a certain amount of material to replace in some contrac- 
tor’s inventory, the material that the contractor already had on hand, 
which he was using for a certain project, a civilian project. 

I am wondering if you would like to comment‘on that situation. 

Do you feel that there is a rather extensive existence of inventories 
of materials in the hands of contractors at the present time ? 

Mr. Fieiscumann. Well, that takes me into what I hope will be 
a brief discussion on the reasoning behind the set-up of CMP. ‘The 
A allotments which go down vertically, which pass down from the 
prime contractor, represent items for which material is specifically 
proceured. It is generally the big items like the tank hull. You give 
the man material to get those items. 

When you get down to the bearing manufacturer he cannot procure 
specifically for a specific contract. He is what we call a shelf manu- 
facturer and he must have a general inventory of raw materials to 
operate. He cannot operate any other way. And he must be able to 
replace as he uses up inventory. He must be able to replace the inven- 
tory on a reasonable steady flow. 

Mr. Wilson would be a better man to give a lecture on this but I 
think he agrees that it would be impossible. 

That is why CMP was developed that way, so that certain types of 
contractors could continually replace inventory. There is not any 
other way to run a plant. 

Senator Moony. That also goes for construction people, does it? 











36 PRODUCTION AND ALLOCATIONS 

Mr. Wutson. Not to the same degrees 4 Sm oe et ee 

I think I know what you are getting at, Senator, and I think there 
were excessive inventories. 

Senator Moopy. I think so, too. 

Mr. Wuson. I think they were excessive. I think that CMP is 
going to cut them down, but it will take time. 

Most of them were acquired before CMP came along or before we 
had any control of the thing. 

Senator Moony. That is very true. 

Mr. Witson. They were very large. Maybe we are a little bit the 
beneficiaries of it now on defense building. Maybe we are glad it 
happened to that extent, but it is wrong and I think CMP was neces- 
sary to get the controls that are needed. 

Senator Moopy. As a matter of fact that was one of the primary 
reasons for CMP, was it not? 

Mr. Wutson. Yes. 

Senator Moopy. How much information have you been able to get 
on inventories? 

Mr. FieiscumMann. Well, generally speaking, we have to get our 
inventory information in large surveys of the kind I mentioned on 
aircraft, for example. Aircraft is a very good example. We get 
quarterly reports, also, of inventory. 

We do not find, Senator, among the big users what I would consider 
to be a badly overstocked inventory position. 

You can imagine that it is very difficult to analyze in Washington 
what a manufacturer’s inventory requirements are. I think we would 
all agree on that. 

We can only by definition pick up the gross violation. 

Senator Moopy. I am not saying this in any critical sense at all. 

Mr. FietscuMann. I understand that but I am trying to explain 
why inventory control is not easy. 

It is very difficult to tie directly into CMP too, because the CMP 
applications are on a production basis and not on a plant basis, and 
sometimes one inventory, as you know, serves 10 or 12 or 15 different 
major product classifications. 

Ried never fully licked the inventory problem in World War 
II. 

My judgment is that we are now into the period where inventories 
are getting lower and lower due to this progressive squeeze. I think 
it will be a decreasing problem and I think, for example, in the 
automobile industry it is a good thing to have inventories on hand 
because I think it will cushion the impact considerably. 

Senator Moopy. You have estimated that out of inventories they 
could make 70,000 more cars than you would have been able to allot 
the material for for the next quarter, is that right ¢ 

Mr. Fietscumann. That is what a combination of conservation 
measures. 

Senator Moopy. I have been requested to ask you a few questions 
about the working of the Controlled Materials Plan. I would judge 
from your statement this morning—in a general way you have an- 
swered this question, but I would like to ask it directly—whether the 
CMP is needlessly taking steel, copper, and aluminum and other 
materials away from civilian production before defense production 
is ready to absorb these materiale 
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Mr. Fierscamann. CMP does not take anything from anybody. 
CMP is a method of distribution like the priority system. 

What is taking steel away from civilian production is, in the con- 
sidered judgment of Mr. Wilson and myself, the fact that it is need- 
ed in defense production. That is the substantive decision. CMP 
is just a method of distribution. CMP could be used to channel ma- 
terials to automobile production, but the flow is being reversed because 
of what we consider to be the necessity of the situation. 

Senator Moopy. Do you feel there is any danger that the national 
economy will be disrupted b ——t CMP over the entire economy 
when the mobilization is only a partial mobilization ¢ 

Mr. Fix1scuMann. I am certain that the national economy will be 
greatly a by what we are doing. That is one of the things that 

eeps us awake nights. 
: r. Witson. It has an impact on it. There is no question about 
that. 

Mr. Fietscumann. It is not CMP, Senator; it is these substantive 
decisions from which we see no escape. 

Senator Moopy. Would it be greater if we did not have CMP? 

Mr. FierncuMann. It would be tremendously greater. 

Senator Moopy. Now, about these tickets, how closely can you keep 
control of this thing, how much double cashing of tickets 1s there? 

Mr. Fixtscumann. We do not think there is much double cashing 
of tickets. We think there is a good deal of placement of orders in 
two or three different places, which is causing us some trouble. ‘That 
is washing out very rapidly in our judgment. 

As far as balancing the supply against demand is concerned, that 
is a tremendously difficult operation, particularly when you lose 
copper in a work stoppage, or you lose aluminum due to the power 
shortage. 

You still have to estimate supply, you know. Then when your 
estimates prove wrong through something that was really not within 
your control, the system begins to creak and rattle some. 

There can be no escape, but if you can keep those variations small 
enough, the system works retty well. 

Senator Moony. Regarding the supply of aluminum, where are the 
new plants going up? 

Mr. Wirson. Down on the Gulf, in Tennessee, in the Northwest, in 
the State of coma dep 

Senator Moopy. In the Northwest are they using hydro power? 

Mr. Wuson. Hydro power. 

Senator Moopy. Are they using hydro power in Tennessee? 

Mr. Wuson. One operation I think is, and one is not. 

Senator Moopy. I was interested in the question asked earlier b 
one of the Members of the House whether or not more critical materia 
are being used up by the creation of steam-generating plants for 
power than would be used if these aluminum plants were located near 
the public power presets. 

r. Wuson. The difference in the requirements of the two kinds of 





rojects is not very important. If you cannot get the hydro power 
or it, you have to go to the other one anyway and you cannot get the 
hydro power. 
Senator Moopy. In other words, the expansion of hydro power 
in the country has not been enough to take care of today’s demands; 
is that coriect ? 
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Mr. Fiewcumann. Not of tomorrow’s demand, certainly. 

Senator Moopy. I speak of today’s demand. 

Mr. Wuson. It was all right up to 1950 and the increased power 
plants projected I think are enough to take care of the increased re- 
quirement of aluminum. 

Senator Moopy. This may be going back into history a little bit, 
but apparently it has been established that Grand Coulee was not a 
boondoggle. 

Are individual companies within a single industry all to be treated 
equally with regard to allocations of materials? 

Mr. FieiscuMann. Generally speaking, I would say we try to avoid 
any discrimination between individual companies. 

You have the problem though of some companies which sell a large 
proportion of their product to the military. Generally speaking, we 
give pluses to the people who sell to the military becauses we want 
to encourage the prompt delivery of military items. 

Senator Moopy. What do you mean by giving them a “plus”? 

Mr. FieiscuMann. They get material first to make their military 
items and then there is a prorated distribution of the balance. 

It is a very vexing problem which we had with us in the last war 
and we have it with us again; whether you take that military item 
out of the man’s general production. 

If we do, you see what would happen. He then is forced out of 
his civilian market and his competitor takes it over, whereas, if you 
encourage everybody to get military orders and give them the mate- 
rial for that, then make a pro rata distribution of the rest, we think 
that is the fairest way to do it, although there are arguments both 
ways. 

Now, to answer your question in the light of that, under the light 
of that principle, we try very hard to treat everybody identically. 
I would not be foolish enough to say we have not made mistakes, be- 
cause this is a vast antheitakines, but we certainly try as hard as we 
can to treat everybody equally. 

Senator Moopy. I am sure you do. 

What you and Mr. Wilson are saying, as I understand you, is that 
this is a vast and complicated problem and nobody can do it per- 
fectly, but the country would be worse off if you did not try to do it 
the best you can. 

Mr. FieiscuMann. We think small business would be getting noth- 
ing, for example. 

Senator Moopy. I would like you to expand on that and tell me why. 

Mr. FieiscuMann. What happened in World War ITI was that 
there was a set of priorities issued to military production and other 
essential producers without any quantitative limitations. Now, those 
priority orders became a compulsory demand upon the manufacturer 
or the producer of raw material and there was no quantitative limit 
and the man who got there “fustest with the mostest” priorities got 
the material. 

Senator Moony. Sometimes more than he needed ? 

Mr. FreiscumMann. Very often much more than he needed. 

Now, in a time when dutsinh greatly exceeds supply, you know 
who suffers. It is the small manufacturer, because he does not have 
the customer relationships; he does not get the priority orders, and 
that segment is hit first. 
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We have not done everything that could ibly be done but we 
have tried hard to protect that segment and I think CMP does it. 

Senator Moopy. The NPA is willing to make adjustments in mate- 
rial authorizations where inequities are shown to exist betwen indi- 
viduals in the same industry ? 

Mr. FLeIscHMANN. We do it every day. We have a disinterested 
appeals board responsible to no one but me personally that hears cases 
every day of that kind. 

Senator Moopy. Here is a question I have been requested to ask 
you, Mr. Fleischmann: Recently the NPA directed that all third- 
quarter mill orders unshipped by October 7 be canceled. Is that 
correct ¢ 

Mr. Fieiscumann. That is correct. 

Senator Moopy. Is it not inconsistent with the announced theory 
of the CMP that the holder of allotment tickets would be able in all 
cases to cash those tickets? Did that not result in a great deal of 
hardship on businesses which planned their operations on the receipt 
of such ahistiendn d 

Mr. FieiscuMann. The answer is that it did result in that hardship 
and the situation was simply this—whatever may be my defects as 
an administrator I am a fairly good prophet. I said CMP would 
not work well in the third quarter and, unfortunately, it did not. 1 
would like to have been proved wrong but it did not work well. 

We had no way of closely correlating supply and demand. We had 
to have a first quarter of operation and that was it. 

Therefore, there were excess tickets to some extent issued in the 
third quarter and all could not be delivered. 

Now we had a pretty accurate allocation in the fourth quarter, and 
we got a better one for the first quarter of next year. 

But to make your system work you have to have a cut-off date. 

If you carry over all the excess tickets from the third quarter into 
the fourth, then you just keep pushing your trouble period along. 

The minute we cut that off, the whole system started to fall in line 
because we washed out the old tickets. It has had to be done. It 
was done during the war and it had to be done this time. 

Senator Moopy. Those who did not cash their checks promptly 
found they were no good ¢ 

Mr. FuetscuMann. They had to revalidate. 

We have taken up the hardship cases, the man who had special! 
fabricated material all ready for delivery, that is no goed to anybody 
else, and he gets that but, generally speaking, we have to have a 
wash-out of our old tickets. 

Senator Moopy. I have been requested to ask you this also. You 
may recognize this one. Whether it would not be better to set aside 
materials for defense and essential civilian uses and distribute the 
balance to other users on the basis of their pre-Korea experience ¢ 

Mr. FieiscuMann. I do recognize that one. 

I have tried to indicate in the statement, just as Mr. Wilson has, 
that the total of the demands which all would think would be essential, 
even leaving out such, to me, essential industries as automobiles, but 
taking just things like this expansion program and others of that 
kind 





Senator Moopy. Freight cars? 








40 PRODUCTION AND ALLOCATIONS 


Mr. FieiscumMann. Freight cars and all the total very near! 
the total supply that there is available. omy ae t 

Senator Moopy. So there would not be anything left with which to 
make automobiles, or for the small-business sa 

Mr. FietscumMann. Very little. 

We do in effect, as you know, as between companies in the automobile 
business, use the historical pattern because we know no better method. 

Senator Moopy. I am not speaking of automobiles only. 

Mr. FietscHMann. I understand that. However, the difficulty is 
that we did what was suggested there during the third quarter. e 
had CMP cover only what was thought to be the most essential industry. 

That left a free area of about 10 percent of the material, and it was 
just too tight for operation, and what happened was the small com- 
panies got squeezed so we abandoned it as we thought we would have 
to do. 

Senator Moopy. How long do you think it will be necessary to keep 
CMP in effect, Mr. Fleischmann ¢ 

Mr. Fietscumann. My crystal ball is a little cloudy this morning. 
CMP does not mean steel, copper, and aluminum. It means a system 
of distributing any scarce material. 

Now, Mr. Wilson and I have talked this over many times. We think 
the controls, for example, on ordinary carbon sheet steel can be re- 
moved far before the controls on copper. We think the controls on 
copper very likely will have to be continued as long as we have a mili- 
tary program. 

Aluminum, on the other hand, ought to get in good supply by the 
beginning of 1953, depending again pretty much on the size of the 
aircraft program. That will be the determining factor there. If it is 
not stepped up greatly, we have a pretty adequate supply of aluminum. 

Senator Moony. That works into the general thesis of Mr. Wilson, 
which I do not think is widely enough understood, even though you 
have said it every way you could, Mr. Wilson, in the last 6 months. 
‘That is that if this program goes ahead you will have enough ma- 
terials at the end of this period so you will have enough for an adequate 
military force plus.enough for civilian supply. 

Mr. Wirson. That is what I hope. 

Senator Sparkman. I just happened to think of a statement I saw 
the other day where Charles E. Wilson recommended the removal of 
all controls. Does that include CMP or was that another Wilson? 

Mr. Witson. That was the “good” Wilson. 

Mr. Fietscumann. I do not know whether you noticed it, but he 
did not recommend the present termination of materials controls. I 
read is quite carefully to see whether he did. 

Senator Moopy. I think there might be a slight difference between 
the two Wilsons on this subject. Did you originally plan to limit 
CMP to only part of the economy, Mr. Fleischmann ? 

Mr. Fie1scHMann. Well, that decision was only partly mine. Mr. 
Wilson and I have come to many of our decisions by a process of long 
discussion. 

I would put it this way: It was our hope in the first quarter, some- 
what against our ——— but it was our hope that perhaps it could 
work as an open-end system—TI have descri this many times to 
many committees—it was our hopé that it might work. 
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If you ask me my considered judgment, I doubted if it could be- 
cause the open area was too but it. obvi would have been 
a fine thing if you could have exempted that whole area from control. 
But the inequities of distribution in that area were so great that there 
was a vast majority of business people operating in that area who 
urged us to do the whole job. That is the reason that it was done. 

nator Moopy. As I understand it, what you were trying to do 
when you considered having a partial plan was to have as little control 
as you felt you could have, rather than attempt to socialize or regiment 
the economy ; is that correct ? 

Mr. Fie1scomann. That was the principle we tried to stick to. 

Senator Moopy. But you found that, while you would not be social- 
izing the economy, nevertheless if you were going to get through this 

riod of shortage without widespread disruption and inequity, you 

ound you had to do the whole job; is that the idea? 

Mr. Fixiscumann. In the interests of equitable and efficient 
distribution. 

Senator Moopy. As you know, Mr. Fleischmann, we were going to 
have hearings before the Small Business Committee based chiefly on 
the question of whether or not the timing of these cut-backs was wise; 
whether or not there is lying in inventory around the country enough 
steel to make the cut-backs less severe. 

I at urge you particularly to keep that point in mind and watch 
it closely. 

Mr. FieiscumMann. Yes, sir; but the statistics shed a great deal of 
light on it, and they indicate that more people are employed and fewer 
people are unemployed today, with possible local variations, than 
almost at any comparable period except perhaps for the World War. 

Now, metal is being chewed up. That is the fact of the matter, and 
I have the feeling that these two things have been synchronized about 
as well as it can be done. 

Senator Moopy. How does it happen that the defense orders in the 
automobile industry for the first two quarters of 1952 do not begin 
to come up to the cut-back ? 

Mr. FieiscuMann. Because the automobile companies are doin 
their defense work or a large part of it outside of Detroit. The For 
Co. has more defense work, I believe, in Chicago than in Detroit. 

Senator Carguart. And Indiana, too? 

Mr. Fieiscumann, I do not think this group would unanimously 
recommend that we change that either. 

Senator Moopy. I think we might have a little resistance from 
Indiana on that one. 

I was not speaking of the automobile industry alone. Sometimes 
we get to thinking that the only industry in Detroit is automobiles, 
but there are other things. How about industry as a whole? 

Mr. Fieiscumann. I do not have the statistics, but my judgment 
would be that their current output is a very high one. I do not know 
how Mr. Wilson would feel about that, but if you added their auto- 
motive production to their present defense business the totals would 
be tremendous, 

Mr. Witson. Some of the big companies in the automotive industry 
have indicated that their particular type of war work will not come 
up very substantially in the first half for a variety of reasons. 
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I had a meeting with one of them today who was after us about 
more machine tools, and so on. The nature of the work some of them 
have requires the furnishing of a great complement of machine tools 
that are not presently available, and there is a great variety of other 
reasons. Some need other items. The engineering is not completed 
and the machine tools will not be ready and the materials ready until 
the third quarter and all that sort of thing. :. 

It is all over the map, Senator. But some of the segments of the 
automotive industry I know are coming into higher production levels 
in the first half of 1952. 

Senator Moopy. You have been very helpful, Mr. Wilson, and Mr. 
Fleischmann, and I hope you will continue. 

Mr. Witson. The record I will leave in your hands. The record I 
think is fairly good. We got after it 9 months ago to try to minimize 
the impact on the business, and I think we have done it. 

Senator Moopy. Particularly lately you have been very helpful 
routing new contracts and new work to Detroit, and I appreciate it. 
That is all, Mr. Chairman. . 

Senator Maynanx. | might only say this, Mr. Wilson: I am going 
to send you the record to take out anything you want to take out. 
The press is here, and the press usually writes a summary. In all 
apgeesaeee of the press, there is nothing like the full document. 

‘or instance, in the hearings we held on strategic materials here— 
they were executive, of course, and I think they should be executive; 
und even then we had everybody certified, even to the stenographer 
who was in there—a lot we did not put on the record. But immedi- 
ately after the hearings the Soviet Government sent a request to the 
Superintendent of Documents of the Senate to get copies of them, 
even after they had been deleted, even after they were checked by Mr. 
Small, and so forth. What we had was double-checked. They wanted 
to send copies to the Economic Institute of Russia, and I refused to do 
it. I would not send the document to anybody. 

We have been here nearly 3 hours and with the complete document 
you could patch certain things together. I want you all to look at it. 
I want you to know how they are watching and want to get everything 
that is done around here. 

Mr. Spence. Mr. Chairman, I want to say that I think these gen- 
tlemen are to be commended for their forthright statements, taking 
the people into their confidence. They may have told some things 
that are not very pleasant for the people to hear, but I think they 
acted wisely in giving us this information, and I think it is a matter 
that other branches of the Government might well follow. 

Senator Carrnarr. I have one question. You stated that if com- 
panies were unable to get their materials you had an organization to 
help them. 

Mr. Fretscumann. We have branches in each materials division 
to do that. 

Those facilities have to be used by industry with some discretion. 
We must insist that they exhaust every effort to get it themselves, 
and frankly we do not try to help when they are lacking 5 percent of 
their ticket. 

Senator Carenart. The names and addresses of these men who can 
assist, are they available? 
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Mr. Fierscumann. I can make them available to you. 

Senator Carenarr. I think that might be helpful. I know it would 
be in my office. 

Senator Maysanx. Would you send the list to the clerk of the 
committee so that he might send it to all the members / 

Mr. FieiscuMann. We will do that, sir. 

Senator Carenarr. | have nothing further. 

Senator Marsank. I have nothing further to say except we appre- 
ciate your testimony and I am happy to have been with you yesterday 
to go over it all. 

Mr. Fieiscumann. Thank you very much. 

( Whereupon, at 1:20 p. m., the committee adjourned. ) 





